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JEREMIAH WHIPPLE JENKS 


Ninth President of the American Economic Association, 1906-07 


Jeremiah Whipple Jenks was born September 2, 1856, at St. Clair, 
Michigan; died m New York City on August 24, 1929. He received 
his A.B. degree from the University of Michigan in 1878 and an A.M. 
degree in the following year. In 1903 his alma mater conferred upon 
him the degree of LL.D. He studied law and was admitted to the 
Michigan bar in 1881, but instead of entering the practice of law he 
taught Greek, Latin, and German at Mt. Morris College (1879-80 and 
1881-83). He also studied abroad, at the University of Halle, where he 
received the degree of Ph.D. in 1885. In 1886 he became professor of 
political science and English literature at Knox College, Illinois, where 
he remained for three years. In 1889 he moved to Indiana University as 
professor of political economy and politics, and in 1891 he was ap- 
pointed professor of political economy and politics at Cornell University, 
where he stayed until 1912. In that year he transferred to New York 
University as professor of government and director of Division of Public 
Affairs, and in 1917 he became director of the Division of Oriental Com- 
merce and Politics. He also served as president and chairman of the 
board of the Alexander Hamilton Institute, and as founder and director 
1913-21) of the Far Eastern Bureau. 

Professor Jenks engaged in a wide range of governmental activities. 
Among his many posts, he served as an expert agent of the federal In- 
dustrial Commission on the investigation of trusts, 1899-1901; special 
commissioner of the War Department to investigate questions of currency, 
labor, internal taxation, and police in the Orient, 1901-02; special expert 
on currency reform of the government of Mexico, 1903; member of the 
federal Commission on International Exchange, 1903-04; member of the 
United State Immigration Commission, 1907-10. 

He was elected president of the American Economic Association in 
1906. The title of his first presidential address at Providence, Rhode Is- 
land, December, 1906, was, “The Modern Standard of Business Honor,” 
and his second address at Madison, Wisconsin, December, 1907, was 
entitled, “The Principles of Government Control of Business.” 

His best known books are The Trust Problem, published in 1900, and 
The Immigration Problem (with W. J. Lauck), 1913, each of which has 
passed through several editions. 


Number 9 of a series of photographs of past presidents of the Association. 
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VOLUME XX XIII DECEMBER, 1943 NUMBER FOUR 


THE INTERNATIONAL FOOD MOVEMENT 


By Joun D. BLaAck* 


The intent of this article is to describe, interpret and evaluate the 
movement toward better human feeding that was spearheaded by the 
United Nations Conference on Food and Agriculture at Hot Springs, 
Virginia, in May, 1943, and is now being forwarded by the Interim 
Commission on Food and Agriculture until such time as a “permanent 
organization” can get under way. While this article was being written, 
the Interim Commission was busy drafting a constitution and articles 
of agreement for the permanent organization. This draft is to be sub- 
mitted late in the year to the forty-odd governments represented at 
Hot Springs. It is hoped that the changes in the constitution suggested 
by these governments can be cleared, and that the articles of agree- 
ment can be signed by June, 1944. In the meantime, the Interim Com- 
mission, which consists of one representative of each nation, continues 
in operation in Washington and is expected to undertake any prelim- 
inary tasks that seem fitting and which are within the reach of its 
limited budget. 

I 


The first question needing an answer is what this permanent organi- 
zation is expected to accomplish. The phrase best epitomizing this, 
taken from the Text of the Final Act of the Hot Springs conference, is 
‘adequate food . . . placed within the reach of all men in all lands in 
the shortest possible time.” Supporting statements are: “There never 
tas been enough food for the health of all people. . . . Each nation must 
see that its own people have the food needed for life and health... . 
Food is the most fundamental of the primary necessities of life—it is 
necessary for freedom from disease and the attainment of health... . 
Freedom from hunger is essential to freedom from fear.” 


*A member of the faculty of Harvard University since 1927, the author is Henry Lee 
Professor of Economics and also professor at the Littauer School of Public Administration. 
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There are other statements which run in terms of nutrition rather 
than in terms of food. These have the effect of shifting the emphasis 
from more food to more of the right kinds of food. They imply that the 
malnutrition which causes ill health is due to poor balance in diets as 
well as to insufficient food. 

These dual aspects of the problem, food and nutrition, suggest the 
bifurcated origin of the international food movement. On the one hand. 
it has sprung from an interest in adequate food for the poorer men- 
bers of society, in making democracy mean at least enough to eat. Op 
the other, it is an outgrowth of the recent discoveries of the “newer 
knowledge of nutrition.” 

The use of the term “movement” in this connection is carefully con- 
sidered. There was initiated at a given point in time and place a dei- 
nite action toward better human feeding; and that action grew and 
expanded into what took place at Hot Springs. What the confines of 
this movement will be in the next several decades depends very much 
upon the course of world history. In due time, whatever happens, such 
gains as are achieved will spread out over society and the movement as 
such will fade out. 

The time and place of initiation of that part of the movement that 
sprang from the newer knowledge of nutrition are the League of Na- 
tions, in the early 1930’s. The Health Organization of the League had 
been working for some time on nutrition as a factor in health, and the 
International Labor Office had approached it from the standpoint of the 
welfare of labor.’ But these efforts were of interest to scientists only 
until High Commissioner S. M. Bruce of Australia came forward at the 
1935 League of Nations Assembly with his proposal for the “marriage of 
health and agriculture,” and the setting up of a “mixed committee,’ 
drawn from agriculture as well as from labor and authorities on healti, 
to consider the possibilities of a program that would relieve agriculture 
by disposing of its excess output at the same time that it would get 
more food into the mouths of the world’s underfed millions. 

The Mixed Committee on Nutrition that followed comprised repre 
sentatives of the two groups in the League that had been working 0 
nutrition and of the International Institute of Agriculture (Rome), 
and a group of students of nutrition and food supply drawn from dif- 
ferent countries.” Its report, published in 1937, undertook first to state 
more or less quantitatively the nature and extent of malnutrition ™ 
different parts of the world. For example, it concluded that three 

See Nutrition and Public Health, League of Nations, Geneva, 1935. Worker's Nutrition 
and Social Policy, International Labor Office, Geneva, 1936. 
? The representatives from the United States were Dr. E. V. McCollum, Johns Hopkiss 


University, Dr. E. G. Nourse, Brookings Institution, and Dr. Faith Williams, Departme™ 
of Labor. 


fou 
the 
The 
to | 
pro 
con 
sun 
con 
we! 
pire 
tive 
her 
Sp 
cir 
tra 
the 
F, 
mn 
Ing 
col 
ing 
pre 
ria 
Ge 
ju 
fe 
fr 
R 
lis 
fo 
D 
m 
th 
W 
T 
at 


:CEMBE M943] BLACK: THE INTERNATIONAL FOOD MOVEMENT 793 


t rather fourths of the people of Asia and the tropics and a fourth of those of 
mphasis ANE the United States and Europe have diets below the standard for health. 
that the lm Then the report went on to set up standards of dietary adequacy, and 


tp consider measures for attaining such adequacy. Among others, it 
proposed the creation in each country of a special national nutrition 
committee, composed of scientists, economists, agricultural experts, con- 
sumer representatives, teachers and administrators. By 1938, such 
committees had come into existence in twenty-one countries, and there 
were twenty-six more of them in parts of the British and Dutch em- 
pires. The League then arranged for annual meetings of representa- 
tives of these national committees. The last, in which eighteen western 
bemisphere countries participated, was held at Buenos Aires in 1938. 


II 


To see the connection between this League program and the Hot 
Springs conference, one must go back and consider more carefully the 
circumstances connected with setting up the Mixed Committee. Aus- 
tralia had a “surplus” of wheat and other food products in 1935, as did 
the United States. One of the agricultural leaders of Australia, Mr. 
F.L. McDougall, did not like the restrictionist proposals then current 
in exporting countries. He wanted the wheat-growers to keep on produc- 
ing wheat. With millions of families in Europe and other cereal-deficit 
countries going without needed food, what sense could there be in reduc- 
ing wheat and other food acreages? It was probably McDougall who 
prompted High Commissioner Bruce to offer his proposal for the mar- 
riage of health and agriculture, and who campaigned for it actively at 
Geneva, in England, and elsewhere. 
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tte,” _McDougall’s ideas were of course very far from being as simple as 
ealth, just stated. He had also become a strong exponent of improved human 


feeding as an end in itself, getting his bearings on this subiect largely 
irom the Scottish nutrition leader, Sir John Orr, Director of the Rowett 
Research Institute, whose book Food, Health and Income, was pub- 


ulture 
ld get 


epte- lished in 1936. Sir John Orr had been working closely in the years be- 
ng on lore with the Health Organization of the League. Another part of Mc- 
ome), Dougall’s argument was that the countries of Europe were devoting too 
n dif- much of their land and labor to producing cereals. They should instead 


state 
on in 
hree- 


sow more of the protective foods now lacking in many diets and buy 
their cereal foods from the countries that could produce them cheaply 
with power machinery. To quote him on this point: 

trition The agricultural expert will also realize that most of the “protective” foods, 
and, in particular, liquid milk, vegetables, eggs and fresh fruit, are the prod- 
Ucts for which the structure of English and European agricultures is particu- 


arly well suited. Here may be found a key to the agricultural problems fac- 


opkins 
rtment 
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ing the world. If, as a result of national nutrition policies, a gradual but pro. 
gressive increase in the demand for milk and the other protective foods should 
be experienced, this should lead to a reorientation of European agriculture 
The peasant would devote more of his land to fodder crops, or vegetables 
and fruit, would increase his cows and hens, and grow rather less wheat o; 
sugar beet. As such a reorientation proceeded, a series of beneficial cons. 
quences would be set in train, imports of the great agricultural staples could 
be purchased with manufactured exports and the whole system of international 
trade revivified.* 


Such ideas were of course not strange at that time to many in the 
United States. Mr. H. R. Tolley, about to become Administrator of the 
Agricultural Adjustment Administration, had been trying for two years 
to interest the agricultural public in a program to shift from cereals 
and cotton to protective foods, but with little success. Among other 
things, this was a way of providing use for the surplus acres of this 
country. The dairy groups in particular objected. They even went so 
far presently as to amend the A.A.A. statute (in the Boileau Amend- 
ment) by prohibiting the use, in such a way as to increase dairy herds 
and production, of the additional feed and forage resulting from crop 
controls. They did, however, support the Section 32 amendment which 
authorized the disposal of surplus farm products in foreign markets, 
and, somewhat grudgingly, in domestic markets “outside the usual 
channels of trade.” 

The case which Tolley presented is worth reviewing at this time. 
Stiebeling and Ward had just worked out their analysis in terms of 
“Diets at Four Levels of Nutritive Content and Cost.”* Tolley showed 
that providing their “restricted diet at minimum cost” would require 
only 145 million acres of crop land; their “adequate diet at minimum 
cost,” 223 million; their “adequate diet at moderate cost,” 278 mil- 
lion; and their “liberal diet,” 300 million. The third of these diets 
would require about the same land as the actual consumption of 1932- 
33; but one-third less cereals would be consumed, three-fourths more 
dairy products, and five million more acres of fruits and vegetables. 
“Should the liberal diet be followed, these changes would be still more 
radical. Cereal acreages, for direct food consumption, would be further 
reduced; beef cattle slaughter would be increased 30 per cent above 
the 1925-29 level, hog slaughter 60 per cent above this level, and the 
dairy cow numbers 70 per cent above it. It is apparent, therefore, that 
if either the adequate diet at moderate cost or the liberal diet were 
followed, very pronounced changes . . . would be necessary.” 

*From his paper before the Economic Society of Great Britain, July, 1936. 

*U. S. D. A. Home Economics Circular 296, November, 1933. 


* For a then current discussion of McDougall’s and Tolley’s proposals, see the en 
“Nutrition and Agricultural Policy,” by Warren C. Waite and John D. Black, in 
Annals, Vol. 188 (Nov., 1936), pp. 218-29. 
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What Tolley needed at that time was a “surplus disposal” program 
such as was later developed, including direct distribution, school lunches 
and the stamp program, but large enough to take care of all of the 
protective foods that would have been produced at prices in line with 
those prevailing for other farm products. Given such a program, the 
needed production shifts could have been safely underwritten. The cost 
of it would have been less than proved to be the cost of crop restriction, 
the producers would have received as large incomes, and in addition 
the food would actually have been consumed. But almost all the think- 
ing of the agricultural public in this country in 1935-36 was in terms of 
production adjustment. Not until the end of the decade did consump- 
tion adjustment get much of a hearing. 


III 


The group which developed the Mixed Committee program of the 
League, and supported it strongly in England, in the United States and 
in a few other countries, must be given much credit for the food and 


planning for the war in 1938-40 was strongly influenced by this group; ° 
likewise the measures taken by the British Food Ministry. The British 
school lunch program has been expanded, priority rations of milk and 
eggs have been given to mothers, children and invalids, and cheese to 
agricultural and other workers. Fruit juices have been supplied to chil- 
dren. A special effort has been made to assure a supply of potatoes, 
cabbage and other cheap sources of vegetable vitamins. Subsidies have 
been applied to most staple foods to keep their prices within reach of 
the lower-income families. Since 1940, factory workers have had the 
power to compel employers of 250 workers handling government orders 
to establish canteens serving hot meals. 

The nutrition leaders in the United States have not been accorded 
such a following. The public has in effect assumed that rationing and 
fuller employment are assuring that all families are able to buy the 
needed foods in spite of a steep rise in food prices. The supplemental 
feeding programs have all been abandoned except the school lunches; 
and these have had a narrow escape. The war administrators have been 
promoting in-plant feeding of war industry workers, but without much- 
needed strong support from some key agencies and persons until re- 
cently. The latest report which the writer had seen up to November 1 
was to the effect that about half the men in half of the war plants were 
eating one in-plant meal a day. But the War Production Board and 
other agencies particularly responsible were getting ready to put more 
lorce behind the drive for plant feeding. There are those who are in- 


“See Orr and Lubbock’s Feeding the People in Wartime (1940). 


nutrition developments during the war. In Great Britain, the food 
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clined to say that little else than the foregoing could have been expectej 
as long as the country was without a separate ministry of food. 

But though the nutrition leaders of this country have not strongly 
influenced public food programs, they have rendered much valuable 
assistance to the war agencies. The Food and Nutrition Board of the 
National Research Council, which is in effect the national committe 
for the United States, with a membership of thirty food scientists and 
several food economists, has analyzed and reviewed from a nutritional 
standpoint a long list of policy problems and questions that have been 
referred to it. Its set of Recommended Dietary Allowances has been a- 
cepted as a standard for the army rations. 

Still more important for the discussion in hand is the fact that some 
of its members had an important part in launching the proposal for the 
United Nations Conference on Food and Agriculture, and more had a 
hand in working out the plans for it and in assembling the materials 
that were used as a basis for the discussions of the twelve sections or 
committees. Sir John Orr and Mr. McDougall both spent several weeks 
in Washington in the fall and winter of 1942. At that time a pre- 
liminary “draft memorandum” for private circulation was prepared 
“on a United Nations Program for Freedom from Want of Food.” Out 
of numerous discussions, some with high officials in Washington, more 
or less centered around this report and its propositions, was shaped the 
outlines of the conference that was held the following May. Several 
members of the Food and Nutrition Board served on committees of 
the Conference. Dr. Frank G. Boudreau, Chairman of the Food and 
Nutrition Board, formerly an official of the Health Organization of 
the League, served as secretary of Section I on Consumption Levels and 
Requirements, and Dr. Stiebeling was secretary of one of the three 
committees in this section. Finally, two members of the Board have 
served on the panels that have worked out the tentative plans for the 
permanent organization. 

It was at this point, of course, that the two branches of the move 
ment for better human feeding became fully merged. McDougall, Orr, 
and the others who had been promoting this movement at Geneva, had 
more than a scientific interest in the problem. They brought to the 
discussions preparatory to the Conference a profound interest in get: 
ting food for the low-income groups in society. Needless to state, this 
attitude struck a responsive chord in administration circles in this 
country. The interest that still remained in improving the lot of 
the underprivileged classes rose to meet this international challenge, 


*McDougall’s ideas at this time are well presented in his article “International -_ 
of Postwar Food and Agriculture” in The Annals, Vol. 225 (Jan., 1943), pp. 122+! 
devoted to Nutrition and Food Supply: The War and After. 
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1943] 


Xpected and turned into the international food movement. The prevailing ideol- 
ggies about “the economy of abundance,” “the more abundant life,” 

trongly “the ill-fed, ill-housed and ill-clothed one-third,” “freedom from want,” 

aluable HME and all the rest, found another outlet. 

the 

mittee IV 

sts and In view of the close continuity noted, it will be interesting as we 

‘itional proceed to compare the conclusions reached by the Geneva groups 

€ been back in 1935-39 with those of the Hot Springs Conference in 1943. A 

Pen ac close similarity will be observed. McDougall summarized the Geneva 
conclusions as follows in his article in The Annals in January, 1943: 

t some 1. The provision of food adequate in quantity and quality will have 

“ the a more profound effect upon national health than any other single re- 

ad a form. 

terials 2. Nutritional science can lay down optimum standards for any given 

Ons oF country. 

weeks 3. The application of science to agriculture would enable us to pro- 

a pre- vide all the food required. 

pared 4, The adoption of sound nutritional standards on a world-wide basis 

” Out would have a highly favorable effect on world agriculture and world 


trade. 

5. The accomplishment of these aims requires the international co- 
drdination of national action, and also international assistance to many 
countries, 


d and As to the first of these propositions, the Hot Springs Text speaks of 

on of the “dominant role played by adequate food in the reduction of sick- 

we ness and death rates and the maintenance of health” (Resolution IIT), 
ree 


and, as already stated, of adequate food as the most fundamental of the 
primary necessities of life in promoting freedom from disease and the 
attainment of health. 

Surely these are closely parallel pronouncements; yet to the writer 
the McDougall statement seems a bit the more sweeping. This is in 
line with the strong position which McDougall took in his discussions 
in Washington in the fall of 1942, to the effect that ‘reedom from the 
want of food is by all means the most important of the four freedoms. 

This also happens to be a point upon which a good many public 
health authorities hold a differing opinion. Rather than upon adequate 
food, they say that national health is more dependent upon sanitation 
and medical care. They hold that it is sanitation and medicine that 
have mainly lowered disease and death rates around the world. They 
Point out that Japan and some other countries have made large gains 
in disease control with only minor changes in diets; and that some 
tural populations in Europe living on extremely simple and undiversi- 
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fied diets have high life expectancies. Over-all statements on this si}. 
ject probably have little value. Surely infant mortality rates need tp be 
considered separately, and probably expectancies should be compared 
by age groups and income classes. The truth is that we do not knoy 
enough to decide how important a factor food is in national health 
Such evidence as I have explored indicates that considerably mor 
sickness and all-around human ineffectiveness is associated with mil. 
nutrition than was recognized a few decades ago. Essentially this js 
what the developments in the science of nutrition have taught us. But 
the recent proponents of health and nutrition may be somewhat over. 
zealous. 

The relation of food and hunger to freedom from fear and the secur- 
ity of the state is another matter. Any layman is entitled to an opinion 
that next to fear of death itself comes fear of hunger; and that concem 
over food for one’s family can be one of the most disrupting forces in 
modern society. 


V 


Hot Springs Resolution [X on nutritional standards does not mer- 
tion “optimum standards,” but instead merely distinguishes between 
“standards or allowances . . . which promote health,” which are to 
serve as “ultimate goals,” and “the more immediate consumption goals 
which necessarily must be based upon the practical possibilities of in- 
proving the food supply of their populations.” Both McDougall’s op- 
timum standards and the Hot Springs ultimate goals are, however, to be 
based upon the evidence of nutritional science. 

Whether a goal is also a standard is a matter of choice. A standard 
usually carries with it the idea either of a criterion of value or quality, 
or of certain requirements or specifications to be met. Obviously such 
standards may be set at different levels of quality or need. A goal, in 
contrast, ordinarily carries only the idea of something to work toward. 
A goal can be standard, in either of the senses just defined; but it need 
not be. The Hot Springs resolution starts out in terms of dietary stan¢- 
ards to meet needs, but without specifying the level of needs, and then 
shifts to ultimate and intermediate goals. There is the definite impli 
cation in this that the Conference Section I on Consumption Levels and 
Requirements was not ready to specify any level, such as McDougall’ 
optimum standard, even as the ultimate goal. 

Back before 1935, even in Geneva, the dietary standards mentioned 
were commonly those of minimum adequacy—more specifically, food 
intakes sufficient to prevent clinical evidences of malnutrition. A ma)" 
innovation of the report adopted by the Mixed Committee was 4 shift 
toward optimal or near optimal levels of requirements. This shift w% 
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no accident. Neither was it made for scientific reasons wholly—although 
the scientists on the committee may have thought so. This was in the 
days of food “surpluses.” Optimum diets of protective foods would 
relieve much of the pressure of supplies on food prices. 

Of course the war needs for food have changed the general atmos- 
phere of thought on this subject. Civilian food planners for the war 
and relief periods are now asking themselves not how much will yield a 
significant return in better health and increased output per man, but 
rather how little will suffice to check the inroads of disease and main- 
tain a fair level of bodily vigor for a few months, or for a longer period 
of a year or two till production can be restored. - 

Once the war is really over, however, and the farmers of the world 
are back in stride again, the nutritionists of the international food move- 
ment hope to get back to their optimal ultimate goals again. At what 
levels shall they be set? The nutritionists may talk of basing them upon 
scientific determinations, but this is not easy or simple. McDougall 
himself has stated one phase of the difficulties: 


Nutritional science is young and is continually advancing. Doctors, physiolo- 
gists, and biochemists can today prescribe a diet for any country which will 
secure abundant health, but the progress of science may prove that by a 
larger intake of certain protective food factors, resistance to disease can be 
heightened and the onset of senility postponed to a greater degree than is as 
yet certainly known. The optimum standard of 1950 is likely to be more 
liberal than that of 1943. 


A more important difficulty is that the capacities of the human body 
to utilize some of the food elements are not definitely fixed, like those of 
a barrel to hold water. Some food needs are tied to calories of food 
energy actually burned up in physical action; and in many situations the 
amount of work done is conditioned by the caloric intake, both posi- 
tively and negatively, as well as the other way around. For other of the 
food elements, evidence is accumulating, as McDougall suggests, that 
very high levels of intake may still add a little to growth, health and 
Vigor, disease resistance, and life span. The nutritionists have scarcely 
begun their research on the effects of these high intakes. Again there is 
a very wide zone between what is ordinarily called optimal nutrition 
and clinical malnutrition. Perhaps as much as two-thirds of the food 
consumption in the United States falls within this zone. In the upper- 
most part of the zone, not even the refined blood and other laboratory 
tests may reveal any effects, and yet the performance of the individual 
may be a bit below par. As consumption falls progressively below 
these levels, the tests show increasing evidences of deficiency, and then 
the eyes, skin and mucous membranes become affected, and finally 
well-developed nutritional edema, pellagra, or the like appear. 
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Under these circumstances just where does supra-optimal consump- 
tion begin? Even though there may be a “saturation point,” in the 
biologic normal sense, for some of the food elements, are we sure that 
this covers all the effects? Then when we come to the sub-optimal, we 
are on still less certain ground. 

Hence, in part, the setting of a dietary standard is a matter of judg. 
ment and food strategy and the term “goal” may be better suited to 
the facts than the term “standard.” It was for reasons of this kind that 
the Food and Nutrition Board came to substitute the term “recom- 
mended allowance” for “standard.” 


VI 


The Hot Springs version of McDougall’s third proposition is as fol- 
lows: “There never has been enough food for the health of all people. 
This is justified neither by ignorance nor by the harshness of nature. 
Production of food must be greatly expanded; we now have knowledge 
of the means by which this can be done.” 

McDougall’s statement is surely the safer, for it is definitely limited 
to the application of science to production. But even it is open to the 
challenge of the neo-Malthusians that on much of the earth the popu- 
lation is still pressing strongly on the food supply, and that the effect 
of an increase in food output would largely be to increase the numbers 
of the people without making significantly more food available per 
person. The official census figures say that between 1931 and 1941 the 
population of India increased by fifty-one million from around three 
hundred and thirty million. One may attribute some of this gain to 
better census technique and still have a good Malthusian argument left. 
If the people of each of the countries are to be properly fed at some 
time not too far away, the arts of food production must in many o/ 
these countries not only keep up with the population increase, but must 
begin gaining upon it very soon. There may be valid reasons to doubt 
whether in India, China, Puerto Rico, and a score of other territories 
that might be named, the application of any present knowledge of 
agricultural science, or any new knowledge in near prospect, to such 
land resources as exist in the territory will enable the food supply 0 
gain enough on the population to realize the Conference goals at any 
near date. 

The Hot Springs Text and Section Reports propose two types of pop- 
ulation adjustments for over-manned agricultural areas. The first is the 
shifting of part of the surplus farm population into manufacturing, and 
the second is migration to other areas or other countries. The first a 
these, the report recognizes, calls for export outlets if it is to go ver) 
far, and in most cases for natural resources other than soils. An indus- 
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try based only on the raw materials of agriculture may reduce the labor 
of producing food, but will not add much to food output. The second 
calls for further frontiers, and a willingness, not reasonably to be ex- 
pected, on the part of other countries to accept the overflow of coun- 
tries that have not yet learned to fit their populations to their resources. 

Neither of these adjustments, it will be obvious, is likely to prove 
sufficient in many overpopulated regions. Yet the Hot Springs report 
makes no mention of the most obvious alternative. It probably was not 
politic to talk about birth rates at Hot Springs. But the permanent or- 
ganization cannot escape doing so if it is to attain its ends. The meas- 
ures proposed, however, need be nothing more than sanitation and edu- 
cation if the people in the countries most affected are willing to be pa- 
tient and long-suffering enough. 

The dubious part of the Hot Springs statement under this head is 
that it seems to assume that only knowledge of agricultural production 
is necessary to improved nutrition. It should be clear that knowledge 
relating to population adjustment is also vital; also knowledge of how 
to use better the foods that can be produced, and of how to build better 
diets out of them. Any social scientist would also point out that some 
large tasks in social adjustment are involved; and would probably add 
that even though ignorance of the arts of food production may no 
longer be any obstacle, surely some tremendous gaps in our knowledge 
of human and social behavior and functioning still stand in the way. 
It is a long reach from knowing how to produce more and better soy- 
beans or milk to getting enough of their good proteins and vitamins into 
the mouths of all the people in any land that need these or their equiva- 
lents; and mountains of ignorance still stand between. 

But though one may object to the extremities of these two statements, 
one must also agree with their general intent, which is to point out that 
agricultural science is making large strides and that there would be 
food enough for good diets for all, if what science has already con- 
tributed were fully applied, if only the existing populations would need 
to be fed, and if the food were equally distributed among the world’s 
populations. The last two qualifications are fully as much needed as the 
first, but were not stated. 

These statements, it should also be understood, are a part of the 
larger proposition that adequate diets are within the reach of all peo- 
ples. I subscribe to this statement, with the understanding, however, 
that time and measures must be allowed to work out the population, 
Consumption and social adjustments required as well as the production 
adjustments. Such an objective could be largely reached, under the 
right leadership, in ten years in several countries on the continent of 
Europe, not including a few like Sweden and Denmark that have almost 
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reached it already. It might take equally good leadership a century ty 
get as far in a few other parts of the world. 

That obtaining such leadership and making all possible progres; 
toward the goal, even though it may still be afar off, are of great im. 
portance to the world, few indeed will question. None should take the 
questions I have raised as implying doubt as to whether the goal oj 
adequate food is worth striving for, or that it can be attained. But it js 
important to realize clearly what lies ahead of us in the struggle. 


VII 


The Hot Springs resolutions contain no one categorical statement on 
the fourth point made by McDougall, that better nutrition will revive 
world agriculture and world trade. But a dozen sections in the report 
can have no other meaning than that each country should produce 
those foods for which its natural and human resources give it compara- 
tive advantage, and that supplies of these in excess of home needs 
should move freely in international trade. Many millions of producers 
of particular farm products will question whether this will improve 
their conditions; but not many conventionally trained economists will 
doubt that it will help agriculture as a whole. (The kind of American 
business economist who might object was not present at the Confer- 
ence.) 

Consider for example such proposals as the following: 


. . . progressively adjust the allocation of agricultural resources to conform 
to the long-term codrdinated production plan for the best use of these resources 
on a world scale. .. . 


. . . encourage production within the country of the commodities that need 
to be produced there in greater amounts and limit production of those that 


should not be produced within the country, or should be produced in smaller 
amounts... 


... in certain parts of Europe . . . increasing the production of milk products, 
. .. accompanied by a declining production of grain... 

. . , limiting production of easily stored and transported energy foods in areas 
where they cannot be produced efficiently. . . . 

(Paraphrased) Making transportation facilities available and removing u 
sanitary conditions and other deterrents will open to food production large 
areas of land that will add to the world’s food supply. 


Tariffs and other barriers to international trade . . . restrict the production, 
distribution and consumption of foodstuffs. 


And the Declaration itself has a statement as to how the increasig 
flow of trade within and between countries will make available to all 
people the food which is produced. 
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These of course are long-run measures for the most part. There still 
remains the question of more immediate measures to deal with large 
stocks of staple foods like wheat, cotton and sugar that are likely to be 
on hand at the end of the war, and recurrently thereafter unless they 
can be headed off. These will be discussed under another head. 


VIII 


The final conclusion stated by McDougall to the effect that “inter- 
national codrdination of national action” and “international assistance” 
are needed to realize the aims of the food movement, raises the issue 
of the respective réles of national and international government. The 
language of the Hot Springs Declaration on this point is simple and 
direct: “The primary responsibility lies with each nation for seeing 
that its own people have the food needed for life and health; steps to 
this end are for national determination. But each nation can fully 
achieve its goal only if all work together.” 

But although these statements are simple and direct, they are not 
specific as to what part of the job is to be done by each. Neither are 
the Resolutions that follow. Much of the discussion of the panels as- 
sisting the Interim Commission, and of the Commissioners themselves, 
has related to this question. The best way in which to review the han- 
dling of this issue is to tie it in with several lines of action being co: - 
sidered for the permanent organization. 

The simplest case is that of the nutrition committees. Here the pat- 
tern laid down by the Mixed Committee is followed. The national nu- 
trition organizations are to be set up by the national governments, and 
are to be composed of “authorities on health, nutrition, economics, agri- 
culture, together with administrators and consumers’ representatives.” 
They are to be entrusted with the responsibility of ascertaining the 
nutritional status of the population, and are to have authority to bring 
these recommendations to the attention of the public and to the agen- 
cies of government which deal with agriculture and the framing of eco- 
nomic and social policy. The international part of this arrangement is 
also taken over from the League’s experience. The League found that 
asking national committees to submit periodic reports on their prog- 
ress, not only in making inquiries but also in raising the level of food 
consumption in their countries, provided a strong stimulus to activity. 
The international body is also to arrange international congresses at 
which the workers on different national committees can exchange in- 
formation and discuss their problems, and to assist the national com- 
mittees in various ways. 

The international function is larger in the matter of data on current 
changes in production, supplies, consumption, etc. The individual gov- 
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ernments are to collect the data, and to turn them over to the interna. 
tional body, which is then to collate and analyze them, and disseminate 
the results (XIX). To analyze unavoidably means to interpret. The 
Interim Commission will no doubt spell out these functions more in 
detail. Of course the International Institute of Agriculture at Rome. 
under Italian treaty arrangements with the individual nations, has al- 
ready worked out the pattern for this kind of international collabora- 
tion. It is hoped that the job can now be done much better than before. 

The Interim Commission will probably also be more specific as to 
the manner in which the international body can collaborate with na- 
tional nutrition committees and other national agencies in the conduct 
of surveys of nutritional status, potentialities for expanding or reorient- 
ing production, and other subjects mentioned in the Text and Section 
Reports. There is much interest in having such surveys patterned after 
the several “missions” organized by the League, upon request of gov- 
ernments, to make special studies of health and related conditions. The 
personnel of these missions was partly supplied by the League and 
partly by the country in which the study was made. 

The central agency is also to promote research—“scientific, techno- 
logical, social and economic.” The means of promotion specified are 
mainly “providing advice, and technical and other assistance” to gov- 
ernments asking for it, and facilitating exchange of personnel, services 
and material. The way is still open for the permanent organization to 
conduct research on its own account. 

Two favored words in the vocabulary of the Hot Springs Conference 
were recommend and advise. They seem clear enough, but have proved 
in use to have considerable elasticity. Some of those who are working 
on the plans for the permanent organization would like to guard against 
its really telling any government what it needs or ought to do, for the 
acceptance of some such advice may work out badly in practice. They 
would place the emphasis on supplying factual information. At the 
other extreme are those who would at times have the organization g0 
so far as to initiate studies, work out actual plans for implementing the 
conclusions, and then campaign to get the plans adopted—perhaps even 
share some responsibility for their administration. The Interim Com- 
mission will have to come to closer grips with this issue than did the 
Conference. The instructions of the Conference to the Interim Com- 
mission list eight subjects upon which it is to consider only the making 
of recommendations as a proper function of the permanent body, and 
four others upon which it is to consider only the desirability of assig>- 
ing it some functions. The mandate is most specific to promote research, 
collect and disseminate information, and provide for the exchange of 
services. 
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Related to the foregoing is the live question as to whether the per- 
manent organization is to be an operating (or action) agency. There 
are some who say “Why, of course”; and then indicate by their ex- 
amples that to them the assembling of data and sending out of circulars 
are forms of action. In the United States, these two words have come to 
connote such things as lending money by agricultural credit agencies, 
making grants-in-kind of phosphate as a means of soil improvement, 
and maintaining support prices for potatoes and peanuts. In this sense, 
the nearer the permanent organization gets to handling actual food 
and underfed people, the closer will it be to a bona fide operating 
agency. It is not reasonable to ask an international body to accept the 
usage of one country. Nevertheless the distinctions involved are im- 
portant. It is clear from the Hot Springs document that the permanent 
organization is to do some important things by itself directly. Others it 
can do directly any time that its governing body, made up of official 
representatives of the member nations, duly decide that such actions 
need to be taken. The constitution of the permanent organization 
should impose few restrictions upon action to be so authorized. 

Aside from acting itself directly, the permanent organization has 
three other possible procedures; one, to set up a separate agency to 
carry out the action; two, to recommend that member states do it, or 
even ask them to do it; and three, to collaborate in the action with 
another international body. It may exercise little if any control over an 
agency that it creates; or, at the other extreme, supervise its actions 
closely. The collaboration with other agencies may take the form of 
actual participation in management, or, at the other extreme, of merely 
supplying it with factual information. 

The Hot Springs document presents a long list of subjects—literally 
hundreds of them—about which some kind of action may be taken by 
some public agency. Most of these can be put into a few groups. Fol- 
lowing are three that need special mention. The first is the possible 
making of direct grants-in-aid by the central body for fellowships, 
research, surveys, materials, equipment, etc. The term “assistance” 
can surely be stretched to cover such grants. Without outside help, 
progress will be very slow in some countries. But there is strong pref- 
erence in important countries for keeping such grants down to a mini- 
mum. 

Resolution XVI asks that “international action” be taken to ensure 
an adequate supply of credit to agriculture; but Resolution II puts 
credit among the list of things to be handled by recommendations to 
member states. The permanent organization could, however, still de- 
cide to set up a central agricultural bank to make advances to national 
credit agencies. It is more likely to favor the handling of agricultural 
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credit by any over-all international bank that is established, but to 
want to put itself in position to influence such a bank’s policy on loans 
to agriculture. One difficulty with this arrangement is that an over.alj 
bank may not be equipped to underwrite all the kinds of loans that may 
be needed. 

The permanent body could also set up a central agency to handle 
agricultural commodity agreements separate from the one handling 
agreements pertaining to minerals, rubber and other raw materials, 
But strong reasons exist for having only one such international agency, 
In that case, how closely should the permanent organization for food 
and agriculture be tied in with it? Then there is the further question as 
to the amount of control to be exercised over the separate commodity 
authorities. The Interim Commission is now wrestling with these and 
similar questions. 


IX 


We have reached the point in our analysis where we can begin to ask 
the question whether the form of organization and the program that 
are likely to grow out of the Hot Springs conference and the Interim 
Commission will accomplish the objects named in the Declaration. The 
answer could easily be too sanguine, especially in the short run, for a 
number of reasons, a few of which will be indicated.* 

First, the Conference spread itself over a very large territory. It 
started out to deal with food and nutrition, but long before the dele- 
gates had assembled it had included all of agriculture. The phrase “food 
and agriculture” could have been interpreted to mean one subject; it 
has turned out to be two, and to include everything about at least one 
of these, namely, agriculture. Not only are non-food farm products in- 
cluded, but everything about farming and farm people. The result is 
that the agricultural part of the program is in danger of overwhelming 
the food and nutrition part of it. No doubt the world needs a strong 
international agricultural organization that will eventually include all 
aspects of agriculture. But the common understanding concerning the 
Hot Springs conference was that it was to take hold of the problem 
of food for everybody after the war. What we are in prospect of get: 
ting instead is a foundation laid for an enduring all-inclusive agricul- 
tural organization that also concerns itself with the consumption of 
agricultural products and the resulting effects on health. Food must, 
of course, be produced before it can be consumed; and the controlling 
of plant diseases and the surveying of soils are important from the 
standpoint of food production. But back of these are still other factor: 


*Other aspects of this question are discussed in the closing chapters of the writer's 
book Food Enough (Lancaster, Pa., Cattell, 1943). 


808 THE AMERICAN ECONOMIC REVIEW [ DECEMEr: 


To 


3 


1943] BLACK: THE INTERNATIONAL FOOD MOVEMENT 807 


afiecting food production. One can start anywhere in the field of human 
afiairs and ramify until all of human knowledge is embraced. Practically, 
any undertaking must focus on one subject, keep that in the fore- 
ground, and keep safely away from the peripheries. 

There are good reasons for believing that a deliberate decision was 
made, by the ultimate sponsors of the Conference, not to let it concen- 
trate too strongly on food as such. The personnel of the Conference 
was also such as to keep it from doing so. One of the boasts of the 
Conference is that it was dominated by a strong scientific point of view; 
that the approach to problems laid out is soundly scientific. This surely 
is excellent in many ways. But it is also true that scientists are not 
operators; and getting food into hungry mouths in the next ten years 
is an operating job. The panels assisting the Interim Commission may 
very well by this time have given a further academic bent to the or- 
ganization. 

Perhaps it is significant that the operating agencies handling food 
in the United States were very little represented at the Hot Springs 
conference; and few of the delegates from other countries were operat- 
ing types of men—unless it is proper thus to classify a diplomat. Also 
many more of the administrators present were from ministries of agri- 
culture than from ministries of food. Many countries, of course, do not 
have separate food ministries, and as in this country, a ministry of 
agriculture cannot be expected to put food and nutrition in the fore- 
ground. 

The second reason for not being too sanguine is that as a conse- 
quence of the foregoing, no proposals were worked out at Hot Springs, 
nor are likely to be developed by the Interim Commission, for dealing 
realistically with the crucial food problem that will confront the world 
when the war is really ended. That problem will again be large sur- 
pluses of some foods in some countries, and serious underfeeding in the 
same and other countries. We shall do well to grow all the wheat we 
can in this country in 1944. Nothing else will be safe, for crops may 
fail badly any year now. But the likelihood is that the world will be 
faced with excess stocks of wheat, sugar and cotton as soon as the seas 
are open again. 

The Hot Springs declaration boldly announces that poverty is the 
first cause of malnutrition; and that it is useless to produce food if 
markets cannot absorb it. No doubt there were many at the Confer- 
ence, and there are many on the Interim Commission—there surely 
were some on the two panels—who will say that the Conference then 
went on to name the only possible solution: “an expansion of the 
whole world economy to provide the purchasing power sufficient to 
maintain an adequate diet for all. With full employment in all coun- 
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tries, enlarged industrial production, the absence of exploitation, an 
increasing flow of trade between countries, an orderly management of 
domestic and international investment and currencies, and sustained 
internal and international economic equilibrium, the feod which is pro- 
duced can be made available to all people.” (The italics are mine.) 
But it is necessary for honesty’s sake to point out that it will not be 
available to all people even if all these conditions are realized. It only 
can be made available. That is, something else must also be done if it 
is to be available. And these same things on a larger scale will make 
food available to ail people even if all the foregoing goals in an econo- 
mist’s dream of paradise are not largely attained. 

At the best, with all the proposed wonderful new international agen- 
cies clicking in high gear, we can count on no more expansion of the 
world economy in the next twenty-five years than will provide enough 
buying power tor adequate diets for half the now underfed in most 
countries. 

There is surely an implication in the just quoted statement that there 
is no solution of the problem of underfeeding except an over-all eco- 
nomic solution. A better statement for a conference on food and agri- 
culture is that food enough for a minimum cost adequate diet can and 
should be provided for all even though the rest of the world economic 
system goes bumping along its course; that such diets can be provided 
much more easily if the economic system functions smoothly and efii- 
ciently, but that such diets should be provided in any case. What Great 
Britain has learned how to do in this war—feed the masses of her popu- 
lation better than they have ever been fed before, so that there is for 
the first time very little evidence of malnutrition anywhere—she should 
continue doing after the war. And one after another in good time other 
nations should follow. 

The economic world has learned long since that in human society 
competition is not itself a pure principle of action, that if there is to be 
a society, competition must work within certain guide lines and accord- 
ing to certain rules. Also that even this conditioned competition mus! 
be supplemented. In spite of all our rules, we have seen fit to provide 
free public education, social insurance and a growing list of services. 
It is even permissible to suggest that individuals compete on more eve? 
terms when thus assisted. Measures designed to make minimum ade- 
quate diets available for all are in process of coming within the defini- 
tion of such assistance. A clear purpose of the permanent food organ 
zation should be to bring them there. 

At this point, some reader is sure to rise up and point to Resolution 
IV on Diets of Vulnerable Groups, and Resolutions XXVI and XXVI 
on Measures for Wider Food Distribution. He may call attention to the 
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fact that the first resolution includes “individuals receiving low in- 
comes” in the list of vulnerables, and calls for “positive measures to 
improve the diets” of such groups. But the actual steps laid out in the 
later resolutions are prefaced by a remark that these steps are neces- 
sary because the “problem will not be fully met by general economic 
measures to stimulate production and trade.” (The italics are mine.) 
The recommendations are that the national governments take the neces- 
sary steps to make the right foods available to groups with inadequate 
diets, which steps may include “direct action to make protective foods 
available free, or at low prices”; that “the permanent organization ... 
assist the several governments and authorities in making surveys of 
nutritional needs, in helping develop new food-distribution programs, 
in disseminating information concerning those programs, and in aiding 
to coordinate efforts in this field,” and that it “study the possibility of 
devising measures to meet the needs of countries with inadequate sup- 
lies, and the machinery needed for this purpose, distinguishing between 
methods which would be used in the case of famines following catas- 
trophes, and in the case of countries where the available food supplies 
are generally inadequate.” 

If nothing more than this is done, the international organization when 
it gets set up will not itself be ready for any direct operations making 
food available. Although it could take prompt and vigorous leadership 
in developing some limited working arrangements between small groups 
of nations that would provide the needed foods, instead it will probably 
get ready to make some preliminary surveys to determine nutritional 
status and ascertain needs and begin studying the possibility of some 
form of international action. Or it may begin the long-drawn out task 
of developing some broad international commodity agreements in which 
the conflicting interests of all the countries producing and consuming 
a product are reconciled. And when these are created, their objectives 
are likely to be the stabilizing of prices and production over a run of 
years more than making food available to underfed peoples. 

And while this is going on, the “surpluses” will pile up in the ex- 
porting countries again. And possibly the agricultural leaders of the 
world will sit back and smile, remembering the talk at Hot Springs a 
few years before of the need for bringing a lot of new land into cultiva- 
tion in order to provide food for the hungry and ill-fed. 

Back in 1935, McDougall and Tolley wanted to shift a lot of pro- 
duction from cereals to livestock—away irom production for direct 
human consumption—to provide a means for using our surplus acres. 
In this country the wheat growers and millers protested and Dr. Stiebel- 
Ing's bulletin on diets at four levels of consumption was not reprinted 
again. Now we are talking about the need of shifting toward production 
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for direct human consumption—some persons even about the need of 
continuing this after the war so that there will be food enough for all— 
and the meat producers are dismayed! Are we to round out the cycle 
by presently stirring up the millers again? 


x 


It now seems clear that a definite connection is needed from the 
start with the United Nations Relief and Rehabilitation Administration 
(UNRRA). This undoubtedly is to be an operating agency concerned 
with getting food and agricultural materials into reoccupied territory. 
When it ceases to operate in any country, the government of that coun- 
try should be ready to take over its functions, and is likely to need 
some help from an international agency in doing so. The Interim Com- 
mission should therefore have a hand in the relief and rehabilitation 
plans now being made, and likewise the permanent organization when 
it is created. 

The international organization, beginning with the Interim Commis- 
sion now, should at the same time, without waiting for UNRRA to fold 
up, begin getting the other parts of its program under way in the re- 
occupied areas; and getting its full program going in the countries 
wholly or largely outside the war. Inactivity by the Interim Commis- 
sion in the next several months will tend to discredit the whole inter- 
national food program. 

XI 


How much of an international food movement the world is to wit- 
ness in the next few decades is therefore by no means certain. There 
could easily follow from what has already occurred little more than an 
international organization whose main activity is collecting data on 
agricultural production and food consumption, issuing periodic reports, 
publishing review journals, and mothering a host of national committees 
much in the nature of scientific advisory boards. It is proper to add 
that this is about all that some of its principal promoters want it to be. 
In so far as they consider international action needed to make the kind 
of the world they want to see, they look to that action almost wholly in 
the sphere of military alliances, international monetary conventions, 
trade agreements and the like. The other point of view is that an inter- 
national organization designed to enable the nations to help each other 
with their food problems and promote an over-all full utilization of the 
food producing resources of the world, is worth while and possible in 
its own right, tied in closely with whatever is achieved along these other 
lines, but not standing by and waiting for it. This second poiut of view 
must prevail if the international food movement is not to suffer a linget- 
ing death from undernourishment. 


|| 
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Whether or not this second point of view prevails is dependent in 
large measure upon the firmness and the discretion with which our own 
country carries out its part of the Hot Springs pledge to humanity. 
First of all, it must take a position in the forefront of the nations that 
are seeing to it that all their own peoples have at least a minimum 
adequate diet. There can be no doubt about this nation’s ability to 
produce the foods necessary to attain such a goal. Some local production 
adjustments will simplify the task greatly, but are not absolutely re- 
quired. The larger part of the assignment is in the field of food distribu- 
tion. Important progress in this field was made in the years 1935 to 
1941. We need to take up, at the first moment that food can be spared 
for them, the public food distribution programs that were laid down 
in 1940-41, and adapt them to the requirements of a continuing pro- 
gram. 

The second part of the obligation of this country is that it continue 
to take a firm stand in support of positive international measures. It 
established a precedent for this at Hot Springs, and followed this lead 
at Atlantic City. The present opportunity is in connection with the 
program and form of organization of the permanent international body. 
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FOOD POLICIES OF THE UNITED NATIONS 


By JeAN ATHERTON FLEXNER* 


I. Nutritional Goals and Agricultural Production 


The United Nations’ Conference on Food and Agriculture which met 
at Hot Springs, Virginia, last May, comprising delegations from 45 
countries, had a dual task; first, to point the way to increased agricul- 
tural production in the post-war world in order to provide nutritionally 
more adequate diets for the people of every country, and second, to 
start pruning, paring and weeding the jungle growth of restrictions that 
have grown up to hamper the course of international trade in food- 
stuffs. It was hoped that the conference would set in motion the evolu- 
tion of a constructive international program for the production and 
distribution of larger and more nutritious food supplies. 

Following as it did upon the work of the League of Nations Com- 
mittee on Nutrition, the Conference had little difficulty in putting a 
strong case for expanding food production throughout the world: 
“There has never been enough food for the health of all people. ... 
Production of food must be greatly expanded. . . .” It resolved that 
“the governments and authorities here represented immediately under- 
take the task of increasing the food resources and improving the diets 
of their people.”* In asking for the creation of an international body 
to develop its program, the Conference assigned to it a composite 
role: to deal with nutrition, agricultural production and distribution. 

If the governments of the United Nations were to act upon these 
resolutions in the same spirit in which they were adopted we might 
witness a revolutionary reorientation of governmental policies dealing 
with agriculture. In the recent past these have been aimed at increas- 
ing prices in the interests of producers rather than at providing cheap 
and nutritious meals for the undernourished elements in the popula- 
tion. A broad agricultural plan designed primarily to feed the hungry, 
more especially the adoption of harmonious plans simultaneously by 2 
group of nations, would be a milestone indeed. 

Supposing that goals for agricultural production could be set on 4 

* The author has been connected with The Brookings Institution and various gover™ 
ment agencies as an industrial economist, with her principal studies and activities in the 
field of industrial relations and labor legislation. 

* Resolution Number II. 
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world-wide basis of need—as they have been set for the production 
of foodstuffs in the United States during the war to meet the civilian 
and military requirements of the United Nations—this is how require- 
ments in terms of the world’s 2 billion inhabitants would appear, as- 
suming two different levels of nutrition, Plan II being somewhat more 
liberal and more costly than Plan I: 


Wor tp Foop REQUIREMENTS AND PRE-WAR PRODUCTION 


Requirements World Statistics* 
Unit of (Millions of units) of Fre-War 
Type of food quantity Production 
Plan I Plan II  |(Millions of units) 
Grain products kilograms 225 , 680 190 ,960 615,000 
Milk litres 470,890 520,800 
Potatoes, starchy roots, etc. kilograms 173,840 147 ,560 240 ,000 
Dried beans, peas, nuts kilograms 23,870 13,020 — 
All other vegetables, fruits kilograms 173,420 436,170 — 
Meats, fish, poultry kilograms 88 ,970 117,180 — 
Eggs cases (30 doz.) 13,743 16,637 23 
Sugar kilograms 34,720 34,720 25,000 
Fats (visible fats) kilograms 49 ,910 49,910 _ 


* Statistics are incomplete and should be read in connection with limitations stated in text. 
Source: International Institute of Agriculture, chiefly. 


At present, because of a dearth in statistics, it is not easy to measure 
the gap between actual pre-war production of food stuffs and the 
amounts that would be required to fulfill these goals. Even fragmentary 
statistics of world production are available for only some of the 
products listed above. According to available information, world out- 
put of sugar (cane and beet) in 1935 was equal to about 72 per cent 
of world requirements under the plans shown above: approximately 
25 million kg. were produced, whereas the plans call for 34.7 million 
kg. It is possible that the deficit was actually made up by the produc- 
tion of honey, maple syrup and other sweets. 

Total pre-war grain production, including grain for feed and for 
industrial uses, exceeded the requirements, but it is not known how 
much of this grain was for human consumption. The fact that grain 
was diverted to industrial uses before hunger in various parts of the 
world was satisfied, however, indicates some of the difficulties of dis- 
tribution that must also be faced. World production of potatoes 
appears to be at least equal to the more liberal requirements for starchy 
tubers and roots, but actually the consumption of potatoes was con- 
centrated in Europe and North America. 

Statistics of world production of fats and oils are totally inadequate, 
as are also statistics for the production of eggs, dairy products, meat. 
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fruits and vegetables. In order to estimate deficiencies one must resort T 
to statistics of consumption, which are likewise fragmentary. Pre-war 

per capita consumption of dairy products (milk, in various forms, and . 
cheese) fell considerably below accepted nutritional standards not only 
in those parts of the world where dairying is undeveloped (Asia, Africa, 
Central and South America) but even in countries lying in the dairy 
belt. According to per capita consumption statistics collected by the 
League of Nations, and using again Plan I and Plan II as measuring 
rods, the deficiencies shown in Tables I and II appear. The 13 coun- 
tries shown in Table I had a combined deficiency in milk consumption 
of 5.4 billion (imperial) gallons, below the requirements of Plan | 
and 7.3 billion (imperial) gallons below the requirements of Plan II. 
Italy and Belgium had the greatest deficiencies of the countries for 
which statistics were available. The egg deficiencies, for 17 countries, 
add up to the equivalent of 90 million cases under Plan I and 148 
million cases under Plan II. Again it must be emphasized that 
these were pre-war deficiencies in countries that are considered as 
enjoying a relatively high standard of living. In countries for which 
consumption statistics are lacking the situation was on the whole 
worse rather than better than these figures indicate. 


Taste I—EstmmaTEp Per Capita CONSUMPTION OF MILK AND CHEESE, BY COUNTRIES 
1930-34, AND DEFICIENCIES COMPARED TO Foop CONFERENCE RECOMMENDATIONS 


Milk, cream and cheese Total deficiencies in 
Country in milk equivalents compared to 1,000 imperial gallons 
Per capita consumption 
Total imperial gallons Plan I* Plan IT> Plan I Plan II 
Austria 50.3 — 
Belgium 21.3 —26.4 —31.5 213,629 | 254,898 
Denmark 44.0 —3.7 —8.8 13,712 32,613 
France 31.3 —16.4 687,275 | 901,001 
Germany 31.6 —16.1 —21.2 | 1,118,725 | 1,473,103 
Italy 14.1 —33.6 —38.7 | 1,444,598 | 1,663,868 
Netherlands 39.3 —8.4 —13.5 66,662 | 107,136 
Great Britain 25.4 —22.3 —27.4 | 1,002,006 | 1,231,164 
United States 41.9 —5.8 —10.9 763 ,680 | 1,435,192 
Australia 24.6 —23.1 —28.2 153,153 | 186,966 
New Zealand 33.6 —14.1 —19.2 22,193 | 30,221 
5,485,637 | 7,316,102 


* Plan I, Food Conference Report calls for 47.7 gallons (imperial) per capita. 

b Plan II, Food Conference Report calls for 52.8 gallons (imperial) per capita. ; 

Source: League of Nations, Statistics of Food Production, Consumption and Prices, 
Table VII and Appendix II; Tables II and IV. 


é 
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Taste PER Carita CONSUMPTION OF Eccs By Countries, 1930-34, 


Dericrencres COMPARED TO Foop CONFERENCE RECOMMENDATIONS 


Deficiencies compared to Food Conference plans 
Country Number Plan I> 
Per Total Per Total 
capita millions capita millions 
Austria 98 —130 870 —178 1,192 
Belgium 236 +8 _ —40 324 
Denmark 86 —142 526 —190 704 
Finland 41 — 187 686 —235 862 
France 149 —79 3,311 —127 5,322 
Germany 129 —99 6,879 —147 10,214 
Italy 119 —109 4,686 —157 6,750 
Norway 124 — 104 293 —152 428 
Sweden 110 —118 738 —166 1,038 
Switzerland 156 —72 293 —120 488 
United Kingdom 172 —56 2,588 —104 4,806 
Poland 110 —118 3,792 — 166 5,334 
Czechoslovakia 115 —113 1,664 —161 2,372 
Roumania 110 —118 2,126 — 166 2,991 
Canada 284 +56 _ +8 _ 
United States 199 —29 3,818 -—77 10,139 
New Zealand 130 —98 154 —1i46 230 
Total 32,424 53,194 


* 228 eggs per capita 
> 276 eggs per capita 


Source: League of Nations, Statistics of Food Production, Consumption and Prices, 
Table IX. 


Evidence of malnutrition and under-consumption among the peoples 
of Africa and Asia is abundant. Passing over some of the better known 
cases of starvation associated with India and China, one may, thanks to 
an extensive report on the subject prepared just before the outbreak of 
the Second World War, survey the state of nutrition in Great Britain’s 
far-flung colonial empire.? The survey covers 48 territories in the West 
Indies and the neighboring mainland, in the Mediterranean, and in the 
Far East. An aggregate of 55 million people live in these territories. 
Probably the conditions among them do not differ basically from condi- 
tions in other colonial and tropical domains close to their borders. 

One of the striking features of most tropical diets, as described in 
this report, is the absence of animal products including milk and the 
dependence on vegetables and fruits. The deficiency in the green and 
leafy vegetables, rich in vitamins, is none the less marked. Except in 
areas where palm and coconut products are consumed, there is a 


* Nutrition in the Colonial Empire, H.M. Stationery Office, 1939. 
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general deficiency in fats. Meat is sparingly used, and such as is avail. 
able is poor in quality and expensive and does not add much fat to the 
diet. Lack of calcium and phosphorus is felt, as well as of iron and 
sodium. Many diets are insufficient in quantity as well. 

Frequently the inhabitants of these countries are dependent chiefly 
upon a single staple foodstuff, for example, rice in the Orient, maize. 
millet, plantains, or yams in Africa. Other elements in the diet are apt 
to t:: xe the form of extras or relishes. 

Even in relatively prosperous countries large sections of the popula- 
tion, especially low income groups, suffer from diseases of malnutrition 
and from less specific symptoms resulting from poor diets. Dietary 
studies show very marked deficiencies in consumption of fats, milk, 
eggs, and vegetables among wage-earner groups in South and Central 
America. And, aithough wage-earners in North American countries 
on the whole eat more varied diets and more protective foods, there is 
still a potentially vast consumer demand in North America for milk, 
eggs, vegetables and meat. There is an especially striking lack of milk 
among wage-earners in the southern United States, and among Negroes 
throughout the United States. 

In placing squarely before the United Nations the responsibility for 
production of foodstuffs up to the limit of nutritional and health needs, 
the Hot Springs Conference has set peacetime goals that will not soon 
be met. Some goals may be met sooner than others. As the output of 
the protective foods is stepped up the demand for grains and potatoes 
_ might diminish. These foods were, before the war, often the mainstay 
of many diets which did not include adequate amounts of protein and 
vitamins derived from fresh fruits, vegetables and dairy products. 

The goals will need to be emphasized again and again. Whatever 
plans are in future discussed for guiding or limiting production need 
always to be tested in the light of the words: “there has never been 
enough food for the health of all people. .. .” 


II. Agricultural Surpluses and the Problem of Distribution 


It is obviously impractical to raise more and more food if it cannot 
be distributed to consumers. Unsold surpluses may pile up again, not 
for lack of hungry mouths but because of empty pocketbooks. In the 
past, producers have been, and may again be, faced with ruin because 
their output failed to find a market, even though the prices that they 
received fell below the cost of production. This problem the Hot 
Springs Conference of course recognized, but it could not give ay 
very clear or satisfactory answer. The various producer-inspired pro- 
grams which have been tried both at the national and the international 
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} avail. level during recent decades were debated, and in the end some rather 
to the HMB ceneral, and some rather ambiguous, resolutions were adopted. 
mM and "It was generally agreed that agricultural surpluses could best be 
absorbed in a “balanced and world-wide expansion of economic ac- 
chiefl tivity.” How to achieve this balanced expansion lay, however, outside 
maize, the scope of the conference. The Hot Springs report therefore confines 
re apt itself to pointing out the “close interdependence between the level of 
employment in all countries, the character and extent of industrial 
opula- HF development, the direction of national and international investment, 
Tition and the policy adopted by the nations towards foreign trade.” More 
letary specifically the Conference urged member governments “to reduce 
milk, barriers of every kind to international trade and to eliminate all forms 
entral of discriminatory restrictions thereon . . . ,” to develop industries in 
ntries order to provide the stimulus to agriculture of additional purchasing 
ere is power, and to stabilize exchanges. (Resolution No. XXIV.) 
milk, Some type of control to regulate the supply of staple foodstuffs enter- 
milk ing international trade was recognized as inevitable. One group of dele- 
Broes gates seemed reluctant to accept any form of control except as an 


extreme and temporary measure. This group sought to confine discus- 
sion to the plan known as “buffer stocks,” and viewed with alarm any 
proposal tending toward crop restriction, direct price control, or inter- 
national trade quotas. Another group felt that it would be desirable to 
register agreement upon principles that should govern commodity 
arrangements, recognizing that international controls were likely to be 
perpetuated whatever the conference might resolve. Some delegates 
even considered such controls desirable provided they were entered into 
by both consumer and producer nations, jointly. This group takes the 
International Wheat Council and draft agreement*® as something of a 
model. 

The resolution finally adopted on the subject of international com- 
modity arrangements finds that “they may play a useful part in (1) 
moderating excessive short-term movements in the prices of food and 
agricultural commodities, (2) in mitigating extreme price fluctuations 
with deflationary or inflationary tendencies, and (3) in aiding pro- 
ducers to make necessary readjustments to long-term changes in de- 
mand or technology.”* The Conference was, however, unable to recom- 


sa *The International Wheat Agreement, statement by A. Cairns, December 7, 1942. The 
ey International Wheat Council, South Agriculture Building, Washington, D.C. 

lot “Resolution XXV. International Commodity Arrangements 

ny WHEREAS: 

0- 1. Excessive short-term movements in the prices of food and agricultural commodities 
al are an obstacle to the orderly conduct of their production and distribution; 


2. Extreme fluctuations of the prices of food and agricultural products aggravate gen- 
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mend the form that such agreements should take, and postponed the 
question of form and policy for future international discussion, 
An Interim Commission has been set up which inherits many of the 
issues not settled at Hot Springs, together with the task of drawing up, 
with due regard for the objectives and recommendations of the Cop. 
ference, a blueprint for a permanent international organization in the 
field of food, nutrition and agriculture. It is unlikely that the Interim 
Commission will issue any definite pronouncement for or against any 
of the specific types of commodity controls whose merits have bee 
long and hotly debated. It is, however, greatly to be hoped that it wil 
assign to the permanent organization, as one of its chief functions, the 
duty of formulating international policy and advising governments and 
producers in regard to commodity controls, and it is also to be hoped 
that it will obtain agreement upon a set of general principles as a 


eral deflationary and inflationary tendencies, which are injurious to producers and con- 
sumers alike; 

3. The mitigation of these influences would promote the objectives of an expansionist 
Policy ; 

4. Changes in the scale and character of production to meet more effectively the world’s 
need for food and agricultural products may in certain instances require a period of 
transition and international cooperation to aid producers in making necessary readjust- 
ments in their productive organization; 

5. International commodity arrangements may play a useful part in the advancement of 
these ends but further study is necessary to establish the precise forms which these ar- 
rangements should take and whether and to what extent regulation of production may be 
needed ; 


The United Nations Conference on Food and Agriculture 


RECOMMENDS: 

1. That international commodity arrangements should be designed so as to promote the 
expansion of an orderly world economy; 

2. That, to this end, a body of broad principles should, through further internationd 
discussion, be agreed upon regarding the formulation, the provisions, and the administri- 
tion of such international commodity arrangements as may be deemed feasible and desi 
able and should include assurance that: 

(a) Such arrangements will include effective representation of consumers as well & 
producers ; 

(6) Increasing opportunities will be afforded for supplying consumption needs from 
the most efficient sources of production at prices fair to both consumers and produce 
and with due regard to such transitional adjustments in production as may be required to 
prevent serious economic and social dislocations; 

(c) Adequate reserves will be maintained tc méet all consumption needs; 

(d) Provision will be made, when applicable, for the orderly disposal of surpluses; — 

3. That international organization should be created at an early date to study the fea 
bility and desirability of such arrangements with reference to individual commodities and, 
in appropriate cases, to initiate or review such arrangements to be entered into betweta 
governments, and to guide and coordinate the operations of such arrangements in accord: 
ance with agreed principles, maintaining close relations with such programs as ™ay Ls 
undertaken in other fields of international economic activity to the end that the object 
of raising consumption levels of all peoples may be most effectively served. 
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ide to whatever commodity controls may subsequently be established. 
The caution with which the Interim Commission is approaching this 
jelicate question is indicated by the terms of reference to its Economic 
Panel or Committee: “The Committee is expected to make recommen- 
ations only as to the desirability from the social and economic point of 
view, of assigning to the Permanent Organization initiative to advise 
member governments on appropriate action in the field of food and 
agriculture.” There is a group represented on the Interim Commission 
which would not make such an assignment; which believes that the 
permanent organization should be limited to assembling facts and mak- 
ing studies—technical, statistical and scientific—regarding crops, soil 
fertility, nutrition, farming practices, pest control, etc., and that it 
should be left to some other international organization with broader 
jurisdiction over economic problems to formulate policy and proffer 
advice on commodity agreements. It is argued that commodity controls 
impinge on a field that is broader than foodstuffs and agriculture, and 
that includes many types of raw materials. Policy in regard to com- 
modity controls, it is also said, belongs with fiscal policy, tariff policy, 
and general trade policy. One should therefore not act hastily in regard 
to food alone, but wait the setting up of an over-all agency to deal with 
all these matters. 

What this cogent argument overlooks is the simple psychological fact 
that the attention of a waiting world was focused on the Conference at 
Hot Springs with the expectation that a United Nations policy would be 
formulated for one crucial commodity—-FOOD. If there is failure to 
agree on the post-war international handling of food supply problems, 
that failure will darken the horizon for months, perhaps years, to come. 
Postponement of issues does not always obliterate differences. It may 
— prove harder to agree later on than now, for now, if ever, the time 
ninistr- should be ripe for international codperation. 

doe Lacking an agency to assume international leadership in the post- 
wil 8 war development of commodity controls, what will happen? The pro- 
bial — of various commodities, including foodstuffs, are not precluded 
tm tom entering into their own arrangements, and from bringing political 
sired to pressure to bear on their own governments to implement those pro- 
grams, which will not then be subject to international criticism or 
advice, and which will be largely drawn up without benefit of consumer 
tepresentation either at home or abroad. Such national programs are 
likely to be directed mainly toward goals of national self-sufficiency. 
An example of a program which shows the need for a United Nations 
approach before each nation has committed itself is contained in a 
Memorandum on a Post War Agricultural Policy for Great Britain 
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suggested by a group of British peers.* This memorandum accepts ty 
principle of state intervention to assure agricultural prosperity, includ 
ing standard prices, import quotas, and production goals planned with 
a view to national needs for foodstuffs. While anticipating the diversiq, 
of acreage in Europe to the protective foods and reduction in acreag 
devoted to wheat, it significantly stakes out a claim for a British whey 
production quota 10 per cent above 1939 wheat acreage on the grounds 
that wheat production enters largely into, and is, indeed, necessary 
not only to farming, but to proper rotation of crops and grasslands. 

So firmly has the practice of commodity controls by producers and 
national governments become entrenched in our economic and politica 
behavior patterns that the true alternative to international action is not 
a return to laissez-faire and the free market but rather a return to 
national pressure group politics without benefit of the moderation which 
might flow from an inclusive international body. On the one hand there 
is the method of open bargaining by various interests around an inter- 
national conference table with some benefit to all, and, on the other 
hand, the method of independent discriminatory and retaliatory action 
by these same interests, with very little ultimate benefit to anybody. 

Rather than risk the perpetuation of the separatist pattern that has 
characterized agricultural and trade policies in the inter-war period, 
- and the continued alignment of producer countries versus consuming 
countries, it seems important to establish now an institution for com- 
mon action in the field of food and agriculture. It would be a beginning, 
and would give some content to the still nebulous concept of the 
“United Nations.” 

Just how definite a set of guiding principles can be developed at this 
stage is of course a matter of bargaining. But perhaps a few of the 
concepts mentioned at Hot Springs could be elaborated a little further. 
Take for example the question of consumer representation in formulat- 
ing commodity controls. 

The International Wheat Draft Agreement is the first commodity 
control scheme to offer importing countries a voice in the determination 
of policies and, moreover, an equal voice with exporting countries. Five 
countries—Argentina, Australia, Canada, Great Britain, the United 
States—are now represented on an international wheat council, with 
headquarters in Washington. After the war it is proposed to invite all 
countries with an appreciable export and import trade in wheat 0 
wheat flour to participate; it is also proposed to give the importing 
countries as a group the same number of votes as the exporting cout 

*A Memorandum, “A Post-War Agricultural Policy” prepared by Lords de la Wan 


(Chairman), Addison, Balfour of Burleigh, Bingley, Bledsoe, Buccleuch, Cornwallis, 
Cranworth, Perry, Philimore, Teviot. 
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tries as a group, in the determination of minimum and maximum world 
export prices, such determinations to be made by unanimous consent. 
By way of contrast, the international tea restriction scheme started in 
1930 by the leading associations of black tea producers, to limit ex- 
ports by quota and to prevent extension of acreage planted in tea, 
merely states: “it is not the intention of the parties to this Agreement 


§ that the operation of this scheme shall cause prices to rise exorbitantly” 


(clause 4-a of Memorandum).° 

If joint representation of producer and consumer countries can be 
made to function, it offers a very real safeguard against turning an 
international control scheme into an unduly restrictive device. Such 
an innovation, it would seem, merits all the encouragement that endorse- 
ment by an international body can give it. The danger is not that 
schemes of this sort will multiply unduly but rather that schemes with- 
out the consumer safeguard will continue to spring up. 

If it were possible to provide not only for consumer-country repre- 
sentation but also for actual consumer representation, the safeguard 
would be even more effective. For since consumer countries like Great 
Britain have their own wheat-farmers to think of—and relatively high 
cost farmers too—they may be inclined to acquiesce in stabilization of 
prices at a relatively high level. While the effect on wholesale prices 
has been taken into account both in the framing and administering of 
many plans, in none of the international commodity arrangements made 
thus far has consideration been given to retail prices. 

For example, the International Tea Committee uses wholesale prices 
on the London market and stocks of tea in London warehouses as its 
criteria for setting the level of the tea export quota for the participat- 
ing countries (India, Ceylon, Netherlands, East Indies, British East 


; Africa). But the response of retail prices lies outside its jurisdiction. 


Between 1927 and 1930 the cost of tea to wholesale buyers in London 
fell 30 per cent as a result of declines in the auction prices of tea and 
the removal of the duty on tea; during the same period, however, 
retail prices of tea declined only half as much (15 per cent), which 
was apparently insufficient to stimulate an increase in tea consumption 
ina market already fairly well saturated with tea. The Imperial Eco- 
nomic Committee, reporting on tea in 1931, thought that a really sig- 
nificant drop in retail prices might open up a new demand. 

Certainly before any international commodity arrangements are 
entered into relating to foodstuffs, one may hope that the apparent 
inelasticity of consumer demand will be fully explored at various retail 


It is not intended to suggest that the scheme has worked otherwise. Average tea prices 


= = London auction have fluctuated between 80 and 93 per cent of the average price 
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price levels. Since foodstuffs generally reach the ultimate consume 
through the channels of retail trade in still recognizable form, they 
afford a better opportunity for this type of study than other ray 
materials. 

One might also wish for a more clear-cut statement of principles tj 
guide commodity control schemes when they enter the phase (whic 
they invariably seem to enter sooner or later) of attempting to limi 
production and output. The Hot Springs Conference seemed unwilling 
to admit this universal tendency. As the report of Section III says: 
“Some delegates envisaged future arrangements chiefly in the field of 
the establishment of buffer stocks, managed with a view, not to main- 
taining fixed prices, but rather to eliminating perverse fluctuations 
from the long-term trend.” Even in the face of actual or threatening 
general depression this group pinned its hopes to continued purchases 
by a stabilizing body in order to combat the deflationary tendencies. 

The usefulness of buffer stocks in mitigating short-term fluctuations 
is apparently not in dispute. They are accepted as particularly useful 
in leveling out differences in supply due to alternating good and bai 
harvests. But the device has repeatedly shown its inability to cop 
with catastrophic price declines when general depression sets in. The 
tendency has been for single crop producers to continue with an u- 
profitable crop in spite of price declines long past the point at which 
“economic man” would in theory have turned to more remunerative 
pursuits. Buffer stocks simply reinforce this predisposition to cling to 
an uneconomic behavior pattern. Every individual farmer hopes that 
curtailment by others will lift prices sufficiently to permit him to reap 
a large profit. In order to break up the pattern some more positive 
guidance has been required, such as programs of crop diversification 
coupled with production quotas for the “unwanted” staple crop. We 
have had time to observe this happening in wheat, in cotton, in cofiee 
As food consumption habits change in the direction of better nutrition 
such situations may occur in other crops, for example, potatoes or rice. 

It is important that not every price decline should be interpreted # 
calling for a curtailment program. It is precisely here that internation! 
criteria would prove valuable. In state minimum wage legislation 4 
finding of fact has been required by a public authority showing the 
need for setting a minimum wage. This must include evidence that 4 
substantial number of employees have been receiving wages which at 
substandard, that is, inadequate for maintaining a decent standard 0! 
living, or less than the wages paid for comparable work by fair et 
ployers. Similar guide posts might be set for determining (1) that 4 
sufficiently acute degree of distress exists among a substantial number 
of producers to warrant invoking the remedy in question, and (2) tha! 
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potential consumer demand has been fully explored, and that it is not 
a rigid retail price structure which is blocking the absorption of addi- 


tional supplies. 


Furthermore it seems urgent now, when some form of agreement 
is possible, to define more precisely what would be considered socially 


} desirable methods of restriction to be invoked on showing of need, 
® instead of debating the theoretical merits of price as an automatic 
B regulator of human affairs. Under what circumstance, for example, is 
m it advisable to restrict acreage or the extension of new acreage in a 


given crop; under what circumstances is it better to prescribe the 
manner of harvesting the crop; on what basis should producer allo- 
cations be made? For, adapting the method of restriction to the pe- 
culiarities of different crops may have a considerable effect upon the 
efficiency with which the remainder is produced. And much of the oppo- 
sition to control schemes rests upon the belief that it is the inefficient 
producers who will, inevitably, be protected. In this connection, and 


§ over and above the task of formulating principles, studies by the Inter- 


national Organization in Food and Agriculture showing how different 
control schemes have operated to raise or lower costs of production 


$ would contribute to abating the controversy. 


Here another comparison, or rather contrast, with minimum wage 
legislation suggests itself. The effect of minimum wage legislation is to 
encourage efficient production. On the one hand, firms unable to com- 
pete when denied the privilege of paying substandard wages are forced 
to drop out, leaving their share of the business to more efficient com- 
petitors; such legislation has also a tendency to force out the most 
inefficient workers. (This tendency is recognized to the extent of gen- 
erally permitting a limited percentage of workers who are genuinely 


s handicapped by age or physical defect to continue at their jobs at 


rates somewhat below the minimum.) The efficiency of workers who 
receive the minimum, or over, tends to increase, because of improved 


@ nutrition made possible by raising wages. 


Producer controls in agriculture, however, seem to operate in the 
opposite fashion, and to encourage the inefficient producers to con- 
nue. Where that is true it is because such controls generally fix or 
stabilize prices received by producers, instead of costs. One very 
naturally questions whether by extending the principle of the minimum 
wage to agricultural workers (who are generally the most distressed 
producers) a limitation of supply would not be achieved by forcing 
out the inefficient farmers, which would assure a better return to the 
more efficient. This is one form of control which is generally not con- 
sidered palatable to producers. Minimum wages have been fixed for 
agricultural workers in England and in some countries of Europe— 
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where they may have contributed to high costs although they must als 
have contributed to the greater efficiency of the workers—but they 
have not been applied in the principal agricultural producing countries, 


The Hot Springs Conference envisaged a post-war world which would 
utilize to the full all available soil resources and agricultural and engi- 
neering skills in order to produce adequate food supplies and balanced 
diets for the two billion inhabitants of the globe. It recognized, hoy- 
ever, that maladjustments in distribution will from time to time cause 
surpluses to pile up; and, in order to prevent undue hardship to pro- 
ducers, it advocated in a very general way “international commodity 
arrangements.” If the momentum of the Hot Springs Conference is 
not to be lost, if the goals are to become more real and not more 
visionary, there must be an international agency that will be bold in 
its attack upon the details of the program; an institution that will not 
devote itself solely to research, holding aloof from controversy, but 
that will develop agreement between nations upon practical principles, 
and that will move steadily toward the application of those principles 
to specific situations. For we may be sure that the struggle of pro- 
ducers for a better share in the good things of industrial civilization 
will continue, and in that struggle, lacking some effective leadership, 
the ultimate goal of food sufficient for the health and well-being of all 
people may be lost. 
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AMERICAN POST-WAR SOCIAL SECURITY PROPOSALS 
By Epwin E. Witte* 


There is no American Beveridge Plan, but there are a number of 
comprehensive post-war social security programs in this country. Of 
these the one which most frequently has been called the “American 
Beveridge Plan” is the report of the National Resources Planning 
Board on “Social Security, Work, and Relief Policies,”* a summary of 
which President Roosevelt transmitted to Congress on March 10, 1943, 
along with another report by the same agency on Post-War Planning. 

The report on Social Security, Work, and Relief Policies was pre- 
pared by the Committee on Long Range Work and Relief Policies, 
which was organized by the National Resources Planning Board, after 
consultation with the President, in the fall of 1939. This committee 
had for its chairman Dr. William Haber of the University of Michigan, 
now of the War Manpower Commission, and its members were almost 
evenly divided between representatives of the agencies administering 
then existing relief and social security programs on the federal level 
and eminent leaders among private social work organizations.” The 
Director of Research was Dr. Eveline M. Burns of Columbia Univer- 
sity who headed a sizeable research staff. The report of the committee 
was all but complete two years before it made its appearance and was 
in the hands of the President at least a year before it was released. 
When finally transmitted to Congress, it was accompanied by the re- 

* Professor Witte, on leave from the University of Wisconsin, is now engaged in war 
service as chairman of the National War Labor Board, Region XI, at Detroit. In addition, 
he was acting director of the Unemployment Compensation Division of the Industrial 
Commission of Wisconsin 1934 and executive director of the President’s Committee on 
Economic Security which sponsored the Social Security act in 1935. During 1938 and 
1939 he was a member of the Social Security Advisory Council and has been a consultant 
of the Social Security Board since its organization. 


"National Resources Planning Board, Committee on Long-Range Work and Relief Poii- 
cies, Security, Work and Relief Policies, Washington, 1942. The summary of this report 
transmitted to Congress, with an Introduction by the National Resources Planning Board, 
carries the title After the War—Toward Security. 


., "Besides Dr. Haber, the members of the Committee were William Alexander, Specialist 
4 Minority Groups, National Defense Commission; C. M. Bookman, Executive Vice 
“ airman, Community Chest of Cincinnati; Corrington Gill, Assistant Commissioner, Work 
aan Administration ; Rt. Rev. Msgr. Francis J. Haas, Dean, School of Social Science, 
=n pense Fred Hoehler, Executive Director, American Public Welfare Associa- 
ri atherine F. Lenroot, Chief, Children’s Bureau; Mary Switzer, Assistant to the 

od — Administrator; Thomas J. Woofter, Jr., Director of Research, Federal 

gency. 
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port on Post-War Planning, with which it was confused and largely 
overshadowed in the resulting publicity. Since then, it has gradually 
won the recognition on its own account. 
The program presented in this report bears unmistakable evidence 
that, unlike the Beveridge Plan, it was originally designed to meet the 
social security problems of the late thirties, rather than those of the 
post-war period. As clearly indicated by the name of the committee 
which prepared this report, it owes its origin to the perplexing problem 
of the late thirties of a large and apparently permanent relief load, 
despite improving economic conditions. The problems to which it was 
addressed were such matters as: what should be done with the Work 
Projects Administration, a major concern of the top people in the goy- 
ernment; should the national government again give aid to the states 
for direct relief, a demand of the social workers; and how the social 
security programs should be related to relief—a subject in which the 
chairman of the committee and the director of research were very much 
interested. 
It strongly reflects the controversies concerning social security which 
were in the forefront before the war. In the nearly 650 folio-sized pages 
of the full report of the committee, on which the shorter report trans- 
mitted to Congress is based, there is scarce a mention of the war or 
the probable post-war situation. The report deals with the conditions 
which existed in June, 1940, and earlier—eighteen months before Pear! 
Harbor, but it was not until fifteen months after we were engulfed in 
the war that it was released. The long report of the committee was left 
unchanged but its recommendations were given post-war application 
in the Introduction by the National Resources Planning Board to the 
summary of the committee’s report which was transmitted to Congress. 
This report differs from the Beveridge Plan also in that it is a com- 
posite production rather than the work of a single specialist of such 
eminence that everyone recognizes his recommendations as being those 
of an elder statesman who knows more about the subject than anyone 
else. In language, the N.R.P.B. Report is perhaps the work of Mrs. 
Burns quite as much as the Beveridge Plan is the work of Sir William 
Beveridge, but able and well informed as is Mrs. Burns, she has not 
attained such recognized pre-eminence in the field as has Sir William. 
Both Sir William and Mrs. Burns were flanked by committees, bu! 
while the British committee let Sir William write his own report, the 
American committee made the decisions upon all recommendations. In 
turn, its recommendations were reviewed by the National Resources 
Planning Board. 
Many of the proposals in the American report are very similar fo 
those of the British plan. Both have the same objective of the allevi 
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tion of individual need through socialized measures. Both make many 
of the same concrete proposals. But they differ widely in their basic 
approach to the problems of social security and in the remedial meas- 
ures they emphasize. 

The Beveridge Plan is a comprehensive social insurance program, 
supplemented by social services, of which national provision of medical 
care is the most important. Sir William recognizes that social insurance 
and social services standing alone will not produce economic security. 
He holds that as a preliminary condition to any worth-while social 
security, there must be a world political organization in which demo- 
cratic ideals can be maintained. He also recognizes that social security 
is possible only if the economic system functions in such a way as to 
provide reasonably full employment and a total income sufficient for 
the maintenance of high standards of living for all the people. But the 
Beveridge Plan deals with social insurance and supplementary social 
services alone. 

The report of the National Resources Planning Board is of more 
ambitious design. It deals with the entire problem of “the assurance of 
access to minimum security for all our people.” Social insurance is only 
one of six types of measures deemed necessary to effectuate this pur- 
pose. Besides social insurance, we must have “fuller utilization of our 
productive resources, including labor, and comprehensive measures to 
improve the health of our people,” “government provision of work for 
all adults if private industry is unable to provide employment,” “ap- 
propriate measures to equip young persons for assuming the full respon- 
sibilities of citizenship,” “a comprehensive underpinning general public 
assistance system,” and “expansion of social services which are essen- 
tial for the health, welfare and efficiency of the whole people.” 

To effectuate these objectives, the report of the Committee on Long 
Range Work and Relief Policies recommends the continuance of all 
of the relief and social insurance programs in existence in June, 1940, 
and their extension and improvement. It devotes by far the greatest 
amount of attention to “federal work programs”—an improved W.P.A., 
without a needs test to determine eligibility. It also gives much space 
‘o general public assistance—a permanent F.E.R.A. program, admin- 
istered by the state and local governments but with federal aid and 
under standards established by the national government. The “pro- 
grams for youth” are those presented earlier by the American Youth 
Commission, with emphasis upon a unified NYA-CCC. The existing 
Special types of public assistance—old age assistance, aid to dependent 
children, and aid to the blind—are to be continued and supplemented 
by aid to the permanently disabled. Public social services essential to 
health, education, and welfare are to be expanded, but only rather 
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vague suggestions are offered for doing so, other than free schoo 
lunches and expansion of the food stamp plan. 

Of the existing social insurance institutions, workmen’s compensz- 
tion receives but slight attention. Old age and survivors’ insurance is 
regarded as being soundly designed, but should be extended in cover. 
age. Existing unemployment insurance, on the other hand, is basically 
defective. Benefits should be increased and their duration should be 
extended and made uniform for all eligibles, but conditions of eligibility 
should be tightened. More fundamental is the recommendation for the 
complete federalization of unemployment insurance and the abolition 
of experience rating. Establishment of a new type of social insurance, 
disability insurance, is recommended but health insurance is dismissed 
with the observation that “the proposal for the application of the health 
insurance technique to the provision of medical care is still a subject 
of difference of opinion within the medical profession itself.” 

The report devotes much attention to principles of administration 
and financing. The merit system should be extended to all personnel 
in the field of public aid, and residence should be disregarded in the 
selection of the administrators. Control of all policies should 
be centralized in the national government. Actual administration, how- 
ever, must largely remain on the local level, but “a more constructive 
development of the regional basis of organization” should be explored. 
Tripartite financing of social insurance is favored and contributions 
from public funds are regarded as absolutely essential. Consumption 
and earmarked taxes for public aid should be avoided. But strangely, 
there is nowhere in the report any estimate of what the total program 
or any part thereof will cost. In no other respect is the contrast with 
the Beveridge Plan more striking. Sir William devotes a large part of 
his report to detailed estimates of costs and is ever concerned with the 
balance between receipts and benefits. All such considerations are com- 
pletely lacking in the American report. 

In its Introduction to the committee’s report, the National Planning 
Board endorses all of its recommendations, but integrates them with 
the Board’s familiar thesis that “full economic activity and full em- 
ployment [are] our first need.” It recognizes the value of the com- 
mittee’s suggested federal work programs, but regards them as only 
one of the necessary measures to insure full employment, mentioning 
as others its oft-publicized program of government spending to insutt 
prosperity, the shifting of taxes from low to high income groups, and 
antitrust policy. Social insurance, general public assistance and social 
services are discussed only from the point of view of the benefits they 
will provide. Nothing whatsoever is said about the advantages in social 
insurance of contributions from the persons who are to get the benefits. 
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Instead, it is emphasized that contributions or payroll taxes are indeed 
taxes, and that “insurance” in social insurance “refers to income and 
not to some form of mathematical or actuarial relationship between 
money collected from and money disbursed to any individual.” 

Viewing the report as a whole, it is evident that, like most similar 
productions, it reflects both the peculiar views and interests of its 
authors and the environment in which it was produced. Unmistakable 
is the primary concern of Mrs. Burns and Dr. Haber with unemploy- 
ment insurance. Very evident also is the influence of the various agen- 
cies of the national government which had representatives on the Com- 
mittee on Long Range Work and Relief Policies and their concern lest 
their particular programs be presented in an unfavorable light. Very 
important also was the fact that the committee was organized by the 
National Resources Planning Board and that its report had to meet 
the approval of that agency. While this, perhaps, had not much to do 
with the recommendations of the committee, it determined the points 
emphasized when the report was released and powerfully affected the 
popular reception which it was accorded. Thus, this report may be said 
to present, basically, the views of the Washington officialdom concerned 
with the administration of the relief and social security programs of 
1940, in combination with the ideas of the “planners of the late New 
Deal” period. This is all illuminated by the scholarship of Mrs. Burns 
and the practical experience of Dr. Haber and some others on the com- 
mittee, and given a post-war application, appropriate to its belated 
appearance. 

In no sense does this report represent a consensus of the ideas of all 
people in this country who are interested in the further development 
of social security. While long in preparation and still further delayed 
in publication, few people outside of the Washington departments knew 
anything about this study before it was released. No hearings were 
held and few, if any, “outsiders” were consulted. All students of the 
problems dealt with who held views at variance with the Washington 
officialdom were completely ignored. The members of the Congres- 
sional committees to which social security legislation is always referred 
were scrupulously left alone and the administrators on the firing line 
of the state and local level were scorned. The people whose views are 
Presented in this report, probably, have given more thought to social 
security problems than anyone else and are men and women of great 
ability and much influence in Washington, but only a small group of 
civil servants and intellectuals whose views were certain to arouse a 
vast amount of opposition. 

_ At the same time, this report is peculiarly an American product and 
'S grounded in concepts which have wide support in this country. 
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Among these typically American ideas presented are the confident be. 
lief that our resources are so ample that we can have any sort of social 
security program we want, that benefits should be determined on the 
basis of what is desirable rather than what they will cost, and that 
work should be provided for the unemployed instead of benefits in cash 
or kind. Reflecting, perhaps, more the stage of development of social 
insurance attained in this country than generally accepted views, but 
just as typically American, is the concern with general relief and the 
playing down of health insurance. 

In all these respects, the contrasts with the Beveridge Plan are very 
pronounced. Neither Sir William nor any other Englishman would dis- 
cuss social insurance without considering costs or having a definite 
program where the money will come from to pay promised benefits. 
Even the Labour Party in England always accompanies its social in- 
surance proposals with careful cost estimates. But in this country a 
group of able specialists discuss social security as if the benefits only 
had to be considered and with no more definite idea as to where the 
money is to come from than that the government has the power to levy 
taxes to make up deficits. The entire’ problem of financing is presented 
as if our only concern has to be with the incidence of the taxes levied 
and their effects on the level of employment, without a moment's 
thought where Congress may find the needed revenues when deficits 
develop. 

Similarly sharply contrasting is the attitude toward work programs 
and general relief. Work programs do not figure to the slightest degree 
in the Beveridge Plan and relief is assigned only the minor réle of 
taking care of needy people who are completely outside the labor mar- 
ket and left to exclusively local administration and control. In the 
American report, work programs are treated as the most important of 
all social security measures and it is stressed that general public assist- 
ance is very essential to round out social security protection and that 
it must be operated under national standards and with federal aid. 
Back of this lies varying experience of the two countries with work 
programs and relief, as well as the differing attitude toward costs and 
prevailing concepts as to what is economically possible. England's 
experience with work relief was entirely with unplanned made 
work organized locally and carried on for only short periods, while 
our experience was with the W.P.A. and related national programs. 
While these programs have been the subject of many gibes and 
have not completely satisfied anyone, they have impressed the Amer- 
ican public sufficiently to render it highly probable that, if we should 
again be confronted by a great depression, we will try something sim!- 
lar. Likewise, while in England, general relief has been in very low 
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repute ever since the report of the Poor Law Commission thirty-five 
years ago, the F.E.R.A. in this country so impressed social workers 
and intellectuals that the remedy for all the evils of local relief is seen 
d that in federal control and financial aid. 

The scant attention given in the American report to health insurance 
is somewhat more difficult to explain. Health insurance has a good deal 
of popular support in this country and is especially strong among social 
id the workers and intellectuals. But it is not an established institution as in 
England and has met the most determined opposition from the Amer- 
ican Medical Association and the medical profession generally. Health 


Very 
d dis- insurance has been blocked so long that social security advocates have 
‘finite become very timid about saying much in its favor and are constantly 
nefits, seeking ways of making a beginning with health insurance without giv- 


al in- ing it this label. 

The National Resources Planning Board report, like the Beveridge 
Plan, is a program for action and not merely a scientific study. Quite 
e the frankly it was prepared to guide social security development in this 
country and to promote such development. In a very real sense, it 


levy 
ented represents a step in a fairly definite campaign to give us a coherent and 
vied complete social security program along lines favored by the adminis- 
ent’s trative group in Washington. It had a setting of its own and a colora- 
ficits tion derived from this setting, but is most significant in relation to the 
program of the Washington administrative group for the further de- 
rams velopment of social security. 
gree A new social security program sponsored by the Administration was 
e of forecast in statements of the President in the summer of 1941 and was 
mar- definitely promised in his annual message to Congress in January, 1942. 
the Since then there frequently have been references to such a program by 
it of people high up in the Administration. Innumerable conferences have 
sist- been held in Washington administrative circles on the details of the 
that program. Technical experts and attorneys in the Social Security Board 
aid. have prepared draft after draft of parts of the proposed legislation. The 
ork Social Security Board in its last report outlined in considerable detail 
and its recommendations for a unified and complete social security system. 
1d’s But all the while the Administration program has been delayed in 
ade presentation. 
hile Transmission of the National Resources Planning Board report to 
ms. Congress had the appearance of a disclosure of the Administration’s 
nd hew social security program. Quite possibly the very great public in- 
er- terest aroused by the publication of the Beveridge Plan was a major 
uld factor in the release of the N.R.P.B. report. In the publicity which 
ni- accompanied its release, it was heralded as the “American Beveridge 


ow Plan.” 
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But somehow it did not catch on in public imagination. In the initia) 
newspaper publicity it was completely overshadowed by the report of 
the National Resources Planning Board on Post-War Planning, which 
the President sent to Congress at the same time. In most of the edi- 
torials on the report it was not distinguished at all from its companion 
and was characterized as extreme and crackpot. Only in the labor press 
and in a few liberal dailies and magazines did it receive whole-hearted 
approval. Very soon the general newspapers ceased discussing it alto- 
gether. In Congress it provoked a few speeches, but no bill to carry 
out its recommendations was introduced by anyone. Most significant of 
all was that, aside from sending the report to Congress, the President 
never endorsed it in any manner. Administration leaders, while prais- 
ing the report, made it quite clear that this was not the expected Ad- 
ministration new social security program. Since then, Mrs. Burns has 
done valiant work to popularize the report and it has benefited from 
Sir William Beveridge’s stay of several months in the United States, 
during which he addressed large and enthusiastic audiences in every 
part of the country. Yet there are only a small fraction of all Amer- 
icans who know anything at all about this report and only a handful 
who have more than a superficial acquaintance with its recommenda- 
tions. 

The reasons why this action program has not met with a more favor- 
able response are many. It deals primarily with the pre-war situation, 
which is past and gone. It suffers from its identification with the ideas 
of the planners of the late New Deal period. It carries the label of the 
Washington bureaucracy and for this reason alone is suspected in Con- 
gress and on the hustings. Above all, it is handicapped by the present 
mood of the American people, which is not one of seeking domestic 
reforms in the post-war world. 

In fact, by this time the National Resources Planning Board report 
on Social Security, Work and Relief Policies has ceased to be the prit- 
cipally discussed American program for a comprehensive overhauling 
of our social security legislation. This is now the Wagner bill introduced 
in both houses of Congress on June 3, 1943.° 

This bill carries out many of the recommendations of the N.R.P.5. 
report, but with some important differences. It is presented as the social 
security bill of organized labor and has the whole-hearted endorsement 
and support of both the A. F. of L. and the C.1.0. It was very largely 
worked out within the Federal Security Administration, but does not 

*S. 1161, 78th Cong., 1st sess. This bill carries the names of Senators Wagner (New 
York) and Murray (Montana) as joint authors. An identical measure was introduced . 
the same time in the House of Representatives by Congressman Dingell (Michigan). It ss 


thus, correctly, the Wagner-Murray-Dingell bill, but in popular discussions is referred to 
as the “Wagner bill.” 
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bear the label of an Administration measure and to date has not been 
endorsed by the President. 

The major differences between the program presented in the Wagner 
bill and the recommendations of the N.R.P.B. report are these: It does 
not deal at all with work programs, which are given such great promi- 
nence in the report. Nor does it touch in any manner the youth pro- 
grams urged in the report. On the other hand, unlike the report, it in- 
cludes a comprehensive health insurance plan and it makes complete 
and liberal provisions to give social security protection to the service 
men on discharge. It also differs from the proposals of the N.R.P.B. 
report in that it does not provide for the tripartite financing of social 
insurance. In other respects, its provisions are practically identical with 
the recommendations of the N.R.P.B. report, although worked out 
more in detail and cast in legislative form. 

The Wagner bill has these major provisions: It proposes that the 
public employment offices shall continue to be administered by the na- 
tional government after the war. It also would “federalize” unemploy- 
ment insurance and supplement it with temporary disability and ma- 
ternity insurance. Benefits would be made uniform throughout the 
country and run for a maximum period of 26 weeks in any year,* with 
$5.00 as the minimum and $30 as the maximum weekly benefit. The 
actual benefits will vary with prior earnings and with the number of 
dependents, the latter representing a new principle in unemployment 
insurance in this country. 

Old age and survivors’ insurance is to be extended to practically all 
employed persons with the only important exceptions, federal em- 
ployees who are included in other retirement systems, and state and 
local employees, who may, however, be brought within the system by 
the voluntary action of the state and local governments. The system 
is, hereafter, to provide benefits for permanent disability, along with 
the present old age and survivors’ insurance benefits. The latter bene- 
fits are liberalized by increasing the minimum benefit from $10 per 
month to $20 and also raising the maximum. Eligibility for benefits is 
made slightly less restrictive and the benefit formula is liberalized by 
a new rule for computing average earnings. The retirement age for 
pe and age of eligibility for wives’ allowance is reduced from 65 

0 OU, 

The health insurance system proposed differs from that of other 
countries in that medical care benefits are sharply distinguished in ad- 
ministration from the cash benefits for temporary and permanent dis- 
ability, which are combined, respectively, with unemployment insur- 


ease 
The Social Security Board may incr this maximum duration of benefits to an 
entire year, when finances permit. 
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ance and old age insurance, while the medical care benefits will be 
entirely independent of all cash benefits. The medical care to be pro- 
vided is to cover not only the insured workers but also their wives and 
children and is to include general medical and specialist services and 
hospitalization benefits, with dental and nursing services as possible 
additions later on. These services are to be rendered by physicians 
and hospitals contracting with the government, with free choice of 
physicians by patients. The bill further provides for grants in aid for 
medical education, research, and the prevention of disease and dis- 
ability. 

Another innovation is federal aid for general public assistance on a 
variable grants basis, under which the states will recover from 50 to 
75 per cent of their payments to the needy. Beginning January 1, 1946, 
old age assistance, aid to the blind, and aid to dependent children are 
to be amalgamated with general public assistance so that thereafter 
there is to be but a single system of public assistance for the needy, 
administered locally but under national standards and with financial 
aid from the national government. 

New also are provisions to afford social security protection to the 
men and women in the armed services. On discharge, the service men 
are to be credited with earnings in the old age and survivors’ insurance 
system for their time of service equal to the greater of two bases: their 
wages in private employment prior to entering the armed forces or 
their military pay, allowing $60 per month for subsistence. They also 
will become eligible for unemployment insurance should they become 
unemployed within two years after discharge. The costs of these bene- 
fits to service men after their discharge are to be met through appro- 
priations from the Treasury, as is the federal aid for general assistance. 

All other benefits are to be defrayed from contributions of 6 per cent 
each from employers and employees. Self-employed persons may vol- 
untarily come into the social insucance system and become eligible to 
all benefits except unemployment, temporary disability, and maternity 
benefits, by paying contributions of 7 per cent of the market value of 
their services. All contributions go into a consolidated Social Insurance 
Trust Fund, but one-half of the employees’, one-fourth of the em- 
ployers’, and three-sevenths of the self-employed persons’ contributions 
are allocated to a special Medical Care and Hospitalization Account. 
This account and the medical care parts of the program are to be ad- 
ministered by the United States Public Health Service, with advice 
from an Advisory Medical Care and Hospital Council—all other parts 
of the act by the Social Security Board, which is to be advised by 4 
permanent Social Security Advisory Council. 
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The states would be left in the social security picture only in work- 
men’s compensation, which is not dealt with in the bill, and in relation 
to the several forms of public assistance, which remain under state and 
local administration, but with the national government furnishing the 
larger part of the funds and having broad powers to set standards. The 
reserves in the state unemployment insurance funds are not “stolen” 
by the national government, as was proposed in some earlier plans for 
the federalization of unemployment insurance, but will continue to be 
available only for the payment of unemployment insurance benefits. 

When the bill was introduced, Senator Wagner stated: “I do not 
claim this bill is in any sense a perfect instrument. It is offered simply 
as a basis for legislative study and consideration.” As this statement 
suggested, no very strong effort is being made to secure its passage at 
this time. It has not been endorsed by the Social Security Board or 
anyone outside of Congress high up in the Administration. It has en- 
listed strong support from organized labor. Practically every union 
convention held since the bill was introduced has endorsed the meas- 
ure and both the A. F. of L. and the C.I.O. have divisions at their 
headquarters which are pushing the bill quite vigorously. On the other 
hand, it has been criticized by John L. Lewis as a typical bureaucratic 
proposal emanating from Washington. It has also drawn fire from the 
American Medical Association and other medical organizations’ and 
been commented upon critically by some industrial leaders and in con- 
servative newspapers. While no one expects the bill to be passed soon, 
it is very much alive and apparently getting increased attention. 

President Roosevelt, while remaining silent on the Wagner bill, just 
before Congress went on its summer recess, outlined a proposal for 
social security protection for the service men when the war ends. This 
was similar to provisions on this subject in the Wagner bill, with the 
addition of a dismissal payment to each serviceman on discharge, to 
tide him over until he finds employment. The President’s suggestion 
that Congress do something now for the service men was favorably 
commented on by Senator Vandenberg, who is the opposition party 
leader on social security legislation. Both political parties are certain to 
favor legislation for the benefit of service men and may be expected to 
vie with each other in being the more liberal. There is considerable 
heed for prompt action, as many service men are being discharged daily 
even while our armed forces are still being increased. So it is not too 
much to expect that Congress will soon enact legislation to afford social 

*The medical care provisions of the bill have been endorsed by the Committee of 


oteling for the Improvement of Medical Care, Inc., which is constituted of some of 
© most eminent medical men of the country but is only a small group. 
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security protection to discharged service men and it is to be anticipated 
that this will be very liberal legislation whose costs, necessarily, will 
have to be met from the Treasury. 

The prospects for the other proposed changes in our present social 
security legislation are more dubious. There is every reason to believe 
that no legislation of moment dealing with social security will be en- 
acted in the near future except in relation to the service men. The 
Wagner bill was introduced for discussion purposes, without thought 
of early enactment. In the administrative circles in which this bill was 
drafted, work is continuing on its revision. To date, the Administration 
is not prepared to throw its full support behind this measure. 

Politically, the prospects for the Wagner bill are not bright at this 
moment. It has the support of the Administration group in Washington 
and that of organized labor. Whether the support of the Administration 
group is an asset or liability is debatable. The support of organized 
labor is of great potential value, but at this moment organized labor is 
“in the doghouse” both with public opinion and in Congress. Organized 
labor being a minority group, moreover, has always exerted its strong- 
est influence when it opposes measures rather than when it advocates 
legislation on its own account. Despite this, to me, surprising interest 
which organized labor has recently manifested in social security, it 
remains true that it is still only a side issue with the great majority of 
the trade unionists. All of the rest of the support for legislation along 
the lines of the Wagner bill is unorganized and so is apt to be under- 
rated by the politicians. 

On the other side, there are strong opposition elements. Among these 
is the American Medical Association whose political strength is far 
greater than the relative number of the physicians in the population. 
Very important politically also are the state unemployment compensa- 
tion administrators whose strength arises from the fact that, in the 
present mood of the American people, proposals which look to greater 
authority for Washington are doomed. Still more serious is the poten- 
tial opposition of substantially all employers. While the Wagner bill 
will increase the present contribution (payroll tax) rates of the em- 
ployers by only 2 and a fraction per cent, while increasing that of the 
employees by 5 per cent, employers do not like any increase in their 
taxes. Employer opinion in this country, moreover, has been completely 
alienated by the efforts of the Washington administrative group ‘0 
destroy experience rating in unemployment insurance and its attitude 
of treating social security as a matter of concern to labor only. 

More important in appraising the prospects for a comprehensive re 
vision of our social security legislation in the near future than the 
strength of all those opposition groups is the present attitude of the 
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American people. The tide is still flowing strongly toward conservatism 
in everything domestic. There is little interest in social security while 
the war continues. While every favorable turn in the war is followed 
py increased discussion of post-war problems, it is quite clear that the 
majority of Americans at this time want a return to normalcy after the 
war, not reforms. Very pronounced also are their feelings against Wash- 
ington and their suspicions of bureaucrats and planners. Congress gen- 
erally reflects pretty accurately the public opinion of the moment. 
Therefore, as long as the voters continue in their present moods the 
prospects for the early enactment of Wagner bill or any similar meas- 
ure seem slight. 

The longer time prospects are very much brighter. To begin with, 
social security has immense popularity in this country. The Gallup poll 
recently indicated that even health insurance’ has majority support. 
There is every reason to believe that the interest in social security will 
grow apace as the end of the war approaches. The imminent end of the 
war will bring much fear of wholesale unemployment in consequence 
of demobilization and the cessation of war industry. It will be par- 
ticularly the war workers who will have reason to worry, and their 
great numbers insure that the politicians will have to give heed to their 
interests. Extension and liberalization of unemployment insurance will 
then have a much stronger appeal than now, as will federal aid for 
general relief. So will more liberal old age pensions and disability in- 
surance, when the oldsters and the not-so-fit face the prospect of losing 
their present jobs. If, when the war ends, these fears actually mate- 
rialize, the demand that the government do something will be irresist- 
ible. And, despite all the present fears and suspicions of Washington 
and the bureaucrats, should a really serious situation develop, it is a 
safe prediction that it will be the national government that everybody 
will look to to do something. Unless action is timely, however, that 
something will be the same sort of an emergency relief program as we 
resorted to in the great depression, rather than an orderly, planned 
social security system such as is proposed in the N.R.P.B. report and 
the Wagner bill. 

The end of the war may still be a year or two off, but it is a cer- 
tainty. It is not too early to consider what provisions for social security 
we will need and should have after the war. It is fortunate that we 
now have a detailed report and a comprehensive bill which furnish an 
excellent basis for a thoroughgoing discussion of the several aspects of 
this problem. The proposals made do not have universal approval even 
among the specialists in this field and the author disagrees with quite 
2 few of them. The administrative group in Washington which is prin- 
ipally responsible for these proposals, however, is to be commended 
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for coming forward with those concrete programs. It is to be hoped 
that the critics will do likewise. Now is the time for a discussion of oy; 
post-war social security needs, first of all among the specialists in the 
field, but also on part of the people who are to be benefited and thoy 
who pay the costs. 

Beyond that there is need for careful cost estimates and a real cop. 
sideration of the financial side of the problem. It is desirable also tha 
Congress be brought into the picture at an early date. If we cannot 
have a social security study commission of the type so valuable in Eng. 
land, it may be possible to get Congress to set up a special joint com- 
mittee on post-war social security, whose members would be selected 
from the Congressional committees concerned with social security legis. 
lation. Less desirable, but still valuable, would be hearings on the 
Wagner bill by a subcommittee in one house or the other. If nothing 
else is done, the time is surely opportune for a revival of the Social 
Security Advisory Council by the Social Security Board, in conjunction 
with the Congressional committees. 
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SOCIALIST PLANNING AND INTERNATIONAL 
ECONOMIC RELATIONS 


By Bert F. Hoseitrz* 


Numerous books and articles have been written on the principles of 
internal economic planning and the measures to be taken to regulate 
the economic activities of a country under a general plan of produc- 
tion and distribution along socialist lines. But in most of these discus- 
sions the problem of international trade relationships between socialist 
states and the analysis of the consequences of international exchange 
of goods and services and the movement of capital in a world com- 
posed of socialist planned economies has been neglected. Yet in view 
of the fact that socialism is essentially international in character, an 
analysis of these relationships is clearly necessary. 

The early socialist writers said little about this problem. This was due 
partly to their concept of a world revolution which would establish 
socialism all over the world, thus ruling out international exchange in 
the narrow sense, and partly due to the dislike of socialist writers of 
presenting a detailed analysis of economic relationships which would 
exist after the victory of socialism. Marx had outlined the general law 
of historical development from capitalism to socialism, but since it was 
impossible to say exactly at which stage of capitalistic development 
the actual transition to socialism would come, the specific pattern of 
economic relationships under socialism was unpredictable and depended 
on the particular historical conditions of this development. The early 
socialist writers gave therefore only the barest outline of economic 
relationships under socialism and expressed the belief that the diffi- 
culties, maladjustments, and frictions of the capitalist mode of produc- 
tion and distribution would be solved if the system of production 
lor profit were replaced by a system of production for use.’ 

*Mr. Hoselitz is research assistant for the Social Science Research Committee at the 


University of Chicago and at the same time part-time research assistant at the Institute 
of International Studies at Yale University. 

*A statement by Karl Kautsky may serve as an exampie: “In a socialist society it is 
tot profit but the wants of the members of society which constitute the incentive to 
produce. Kind and size of production are determined by wants, and production increases 
ony in the degree as the wants of the members of society increase. . . . There does not 
exit any more the division of labor between industrial and agrarian countries. The antag- 
wea between export industries here and infant industries there, just as that between 
5, ne and foreign agriculture, which produce violent opposition today, cease to exist.” 

andelspolitik und Sozialdemokratie (Berlin, 1911), pp. 94-95. Similar ideas were ex- 
pressed by Nikolai Bukharin, Imperialism and World Economy (London, 1929), p. 167. 
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With the establishment of a communist government in Russia and 
the practical setting up of production plans, it became evident thy 
a closer and more concrete analysis of the problem of foreign tray 
between countries with a planned economy had to be made. There are 
in principle, three ways to solve the problem. One is to establish ; 


supreme World Economic Planning Board which regulates international § 


trade and to which the various “national” planning boards are syb- 
ordinated.* The second way is to establish state monopolies of foreig: 
trade which are in contact with the national planning boards and carry 
through bargains with foreign countries. These state monopolies would 
be similar in function to the present foreign trade monopoly in the 
Soviet Union. The third way is to leave the individual units of produc- 
tion free to buy abroad or at home and to interfere only if the plan 
seems to be in danger of being upset by the behavior of these units of 
production. In the first case the allotment of international capital 
investment would be made through the supreme World Planning Board; 
in the second and third cases specific arrangements would have to be 
made under which international long-term capital movements would 
occur. 


II 


Most writers who have expressed opinions on the regulation of trade 
between planned economies have applied either the first or the second 
principle. They have been tempted to set up a collectivist world econ- 
omy since the advantages of such a scheme are seemingly so obvious 
and hardly require specific proof. Two rather comprehensive examples 
of such an international planning board are given by Mr. Lawley and 
Dr. Wibaut.’ These plans are similar in their main outlines. Both 


authors claim that the World Plan as opposed to the existing capitalist 


anarchy is the panacea for world economic organization. 


The task of the World Planning Authority, or, as Dr. Wibaut calls 


it, the World Economic Council, would be to lay down the main lines 
of economic development in accordance with consumers’ needs and 
efficient production. This World Planning Board would have supreme 
authority to arrange international exchanges of commodities and to 
allocate investments. It would collaborate with subsidiary national 
planning boards and with such international organizations as the 
International Labor Office, the Bank for International Settlements, and 
the economic and financial sections of the League of Nations. It would 

* The term “national” should not be taken too literally for it does not necessarily pp 
to the national states which existed before 1938, but comprises also federations 0 such 
states as they may arise in the future. 


*F. E. Lawley, The Growth of Collective Economy, 2 vols. (London, 1938), and F. 
Wibaut, A World Production Order (London, 1935). 
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sia and gather statistical data and coérdinate economic and scientific research. 
nt that MMNyts task would be the all-round improvement of the standard of living, 
trade HMM the furtherance of social progress and the general welfare of mankind. 
ere are, MME Jts ultimate aim would be the equalization of differences in the stand- 
blish 2 MMB ard of living between the various parts of the world and the establish- 
ational HE ment of an expanding economic order free from cyclical fluctuations, 
re sub- MM unemployment and want. 


foreign The system would have an international character; no major changes 
1 carry HMB are proposed in the political administration of the world and the only 
Would JMB postulate made is that the existing national governments shift part 
in the of their sovereignty in economic matters to an international body.* The 
roduc: MN main stress is laid on the centralized World Planning Board which 
€ plan would become the chief factor in determining production and distribu- 
nits of HMR tion of commodities and investment of capital all over the world. A 


capital HAM very similar pattern has been attributed to socialists in general by 
soard; Professor Robbins.* 
to be Professor Robbins raises essentially two objections against the feasi- 


would bility of such a project. The first is of a theoretical nature, and is di- 
rected against the practicability of planning along socialist lines in 
general, whether national or international. This argument has been 
successfully refuted by Professor Lange who shows that an efficient. 


trade 
ae functioning of a system of planned economy is feasible, and that 
oo economic decisions would be reached by the individuals by a method 
ro of trial and error analogous to the present capitalistic market economy.° 
ime The second objection deals with the specifically international as- 
. ae pects of the plan. It is primarily based on the differences in the distri- 
Both bution of population and wealth over the world. The population, it is 
alist claimed, is not distributed in such a way as to equalize the marginal 
product of the same kind of labor in different parts of the world; the 
calls | result is that an attempt to equalize wages suddenly all over the world 
we would severely impair the standard of living in the more progressive 
al countries and would certainly lead to strong popular resentment 
- therein, and a breakup of the world plan could only be prevented 
d to through an adoption of strong dictatorial measures. A similar objection 
‘onal is based on the differences in the distribution of wealth and the capacity 
the “Cf. Lawley, op. cit., vol. 2, pp. 402 ff., Wibaut, op. cit., passim. Similar ideas were 
, and expressed by the General Council of the International Federation of Trade Unions at its 
ould Berne meeting in 1932 (see the International Trade Union Movement, vol. xii, no. 5, May, 
au, P. 86); and by Dr. L. Lorwin at the World Social Economic Congress at Amsterdam 
apply 7 i931. (See L. Lorwin, The Problem of Economic Planning [Amsterdam, 1931], pp. 
such 4-26.) Cf. also H. G. Wells, The New World Order (London, 1940), pp. 119 f. 


- Mas Robbins, Economic Planning and International Order (London, 1937), pp. 187- 


‘Oscar Lange, On the Economic Theory of Socialism (Minneapolis, 1938), pp. 72-98. 


842 THE AMERICAN ECONOMIC REVIEW [DECEARE 


to save in different parts of the world. Professor Robbins fears that thy 
same difficulties as already stated will arise if a central planning boar 
disposes of capital saved in the more progressive countries withoy 
regard to the region where it is saved.’ 

The arguments of Professor Robbins remind one of a quixotic fight 


against wind-mills which his own imagination has transformed ini § 


giants. A phase with complete equalization of wages and complete 


equalization of the marginal productivity of labor and capital all over § 


the world is indeed the final aim of socialists—and also of liberals 
But socialists clearly recognize that the transition from the present 
phase of inequality of productive equipment and population to a phas 
of greater, and finally complete, equality is a matter of step-for-step 
evolution. This is not the place to describe the actual proposals made 
by socialists; it must suffice here merely to point out that they unmis. 
takeably recognize the utopian character of the type of proposal 
made by Mr. Lawley and Dr. Wibaut and propose different measures 
to deal with this problem.*® 

The essence of the objections of Professor Robbins consists in the 
belief that world planning on the scale and of the type proposed by 
Mr. Lawley or Dr. Wibaut would lead to totalitarian measures and 
could not proceed under a genuinely democratic form of government. 
The same doubts are expressed by Dr. Landauer who criticizes Mr. 
Lawley’s proposal for its unrealistic attitude on the one hand, and 
on the other, because “such an international government would be 
sheer absolutism, because nations with entirely different political insti- 
tutions and philosophies cannot effectively control a common gov- 
ernment.’ It should be noted that the principal valid objections against 
the system of a world plan, centrally administered by a supra-national 
planning board, are essentially not of a theoretical nature, but are 
directed rather against the immediate possibility of putting the plan 
into effect and on the doubts that democracy could be preserved under 
such a plan. 


III 


A second group of proposals centers around the setting up of national 
foreign trade monopolies which are in contact with the national plar- 


"It is interesting to note in this connection that in their criticism of capitalist im- 
perialism some socialists used precisely such an argument. They criticized imperialism “s 
the ground that it involves the export of capital which otherwise would have remained at 
home and would have contributed toward raising the domestic standard of living. 


* Cf. H. D. Dickinson, Economics of Socialism (Oxford, 1939), pp. 149 and 181-88, a 
Paul M. Sweezy, The Theory of Capitalist Development (New York, 1942), Pp. “°'” 


Special reference should be made to Mr. Dickinson’s proposal of a “cordon sanitaire. 


*Carl Landauer, “Literature on Economic Planning,” Social Research, Vol. 7 (1940), 
pp. 505-06. 
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ning authorities and which arrange international exchanges of com- 
modities and the transfer of capital. The outstanding proponent of 
this idea is Mr. Cole.*® He would have one centralized body handle all 


the foreign trade of a country. This body would determine the kind 
B and quantity of commodities to be imported and exported by a com- 


parison of their cost of production abroad and at home and by the 
capacity of a country to pay for its imports currently by exports. Mr. 
Cole’s scheme calls for a complicated schedule estimating domestic 
demand and the capacity of foreign markets to absorb exports, sub- 
sidies for exports if necessary, measures against foreign dumped com- 
modities, etc. 

In his description of the actual process of exchange, Mr. Cole di- 
vides commodities into three groups. Group 1 consists of raw materials 
and such foodstuffs as lend themselves easily to quantitative measure- 
ment and standardization. Group 2 consists of the more diversified 
types of consumers’ and capital goods which cannot be subjected to a 
classification into standardized types, such as ships or special machines. 
Group 3 consists of intermediate commodities which are produced 
under large-scale conditions but are widely diversified in quality and 
style, such as textiles and many other consumers’ bulk lines. Mr. Cole 
proposes that the Central Planning Board of each country shall plan 
the production of these commodities with a view to domestic require- 
ments and foreign trade, the actual exchange to take place through 
international bargains between countries. This will be relatively simple 
in the case of commodities of Group 1, but vastly more complicated in 
the case of commodities of Groups 2 and 3. 

Apart from this difficulty the problem of prices and conditions of 
payment will have to be met. The prices of bulk products of Group 1 


§ will involve little difficulty because they are the basic prices, generally 


fixed by the Central Planning Board. In the case of commodities falling 
in the other two groups the problem of pricing will be more difficult. 
The country exporting bulk products will generally “know in advance 
how much of the currency of the purchasing country its exports will 
command ..., but it will not be possible to have similar foreknowledge 
of the exact quantity of Group 2 goods that this supply of currency 
can be used to acquire.” Hence Mr. Cole suggests that a system of run- 
hing commercial credits for each country should be worked out. 

There are several reasons why the system proposed by Mr. Cole 
would prove to be impracticable, and, far from reducing the difficulties 
0: international trade between capitalist countries, would rather have 


}- D. H. Cole, “Planning International Trade,” Foreign Affairs, Vol. 12 (1933-34), 
The 1-43, and Economic Planning (New York, 1935), pp. 212-25. Also G. R. Mitchison, 
First Workers’ Government (London 1934), pp. 297-307. 
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the tendency to intensify them. In the first place his scheme woulj 
further bilateralism in international trade with all the evil consequences 
of reduction of trade involved in bilateralism. But even if it could be 
argued that, through some scheme of international clearing funds 
multilateral trade relations could be established, the system would ip. 
volve serious dangers of discrimination. Such a danger would present 
itself if two monopolies meet, as must be the case under Mr. Cole's 
plan. Even if both sides tried to be “fair” and not to exact undue 
advantage it would be impossible to determine what the correct price 
ratio should be between the commodities exchanged, particularly since 
the prices of many commodities entering into trade would be arti- 
trarily fixed.” 

A further complication would be introduced by the administration of 
running credits for specialized commodities. The planning activities of 
the country importing such commodities could be easily upset, or at 
least severely impaired, by the fact that the prices of these commodities 
would be unknown and could only be determined in the future. If 
such commodities make up only a small part of a country’s imports the 
danger might be small; if, on the other hand, a country is a heavy 
importer of specialized machinery, ships or other specialized goods, 
the plan might be greatly impaired.” 


IV 


Since neither a centralized World Planning Board nor national 
foreign trade monopolies which carry through all international trade 
have been found satisfactory, we will turn now to the third possible 
scheme, that of direct purchases and sales between plants and indus- 
tries in different national economies.’* Before we go into a detailed 
analysis a few preliminary remarks are in order. In the first place, let 
us assume that the danger or expectation of war in the near future s 


“ Even if it be granted that an arrangement satisfactory to the two contracting countries 
can be found, this does not exclude the problem of a country discriminating in its simul- 
taneous bulk bargains with several other countries. This would result in preferential treat- 
ment of certain countries and the effect of such discrimination would be, at worst, e> 
nomic warfare, and, at best, an uneconomical allocation of the world’s resources. 

Ideas on lines similar to those of Mr. Cole have been developed by Karl W. Kapp, 
Planwirtschaft und Aussenhandel (Geneva, 1936), pp. 49-55. Since Dr. Kapp 's mainly 
concerned with the trade relations of one socialist state surrounded by capitalist countne 
without or only with partial planning, his theories are not analyzed here. 

™ The terms “plants and industries” are used here to denote the productive units of 4 
economy, and are equivalent to what is commonly understood under the term “firms. 
should be noted that socialist planning does not involve a wholesale socialization of be 
means of production by the central government. There wil! be ample opportunity * 
municipal or codperative enterprise and there may even remain a sector of private pro 
erty of some capital goods. Cf. Karl Kautsky, The Social Revolution (Chicago, 1915), P? 
126-27, and Otto Bauer, Der Weg zum Sosialismus (Vienna, 1921), p. 12. 
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1943] 


absent. The results reached below would also hold in principle if this 
assumption were not made, but various complications would arise 


CEMBER 


would 


uences 

al ‘ which are better eliminated at this stage. Secondly, let us assume that 
funds ME exchange rates are not subject to violent, sudden fluctuations and that 
uld in. ME no country will use appreciation or depreciation of its currency as an 
sresent (aN instrument of foreign trade policy. Thirdly, let us assume that there 
Cole’s ME exists full employment in all countries with a socialist planned economy. 
undue ME This last postulate is implicit in the assumption of a socialist planned 
t price fm economy. The purpose of socialist planning is to eliminate waste re- 
since IE sulting from cyclical fluctuations in business activity and uneconomical 


allocation of resources. Full employment of all productive resources is 
thus the central pivot of socialist planning. 


» arbi- 


tion of With these assumptions in mind let us apply the principles outlined 
ties of Ml by Mr. A. P. Lerner in a recent article.’* For the regulation of inter- 
or at (Mm national economic relations Mr. Lerner sets up two rules, one of which 


dities HB deais with trade and the other with long-term investment. 

re. If 1. The first rule is that there shall be “no discrimination between do- 
ts the mestic production and importing goods or between domestic consump- 
heavy #™™ tion and exporting goods.” In other words, there shall be no barriers of 
zoods, fm any kind against the free flow of commodities in all directions. How 


would such a rule work between socialist planned economies and what 
influence would it have on national production plans and the work of 
the various planning boards? It should be noted that the function of 


tional @# every national planning board consists in fixing prices of all factors of 
trade production except labor. These prices are fixed for accounting pur- 
ssible poses, 7.e., they serve as indices of alternatives available and it is the 
ndus- function of the national planning board to see that on the basis of 


tailed 
e, let 
Ire is 


these given indices of alternatives production is carried on. The prices 
of consumers’ goods and of labor are determined on a market (in the 
traditional sense) and the prices of all other factors of production are 
ixed, but the parametric function of prices is retained.*® 


rae The prices of foreign commodities, whether capital goods or con- 


simul- 

treat- sumers’ goods, will then perform a similar function as those fixed by 
L, e00- the planning board. It makes no difference to the manager of a plant 
is ‘ what way the prices of the factors he uses are determined. In order 
sails ® Maximize output, where price is equal to marginal cost and in order 
intries ‘o equalize the marginal preduct of every factor he will prefer to use 
a those factors which he can have relatively more cheaply. If domestic 
+" Prices are low enough, he will buy domestic commodities; if foreign 
ofa commodities are cheaper, he will seek imports. 

‘y ior 

prop- “Abba P. Lerner, “Economic Liberalism in the Post-War World,” in Seymour E. Harris, 


“ . ost-war Economic Problems (New York, 1943), pp. 127-39. 
Cf. Lange, Op. cit., pp. 72-83. 


), PP: 


} 
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If the planning boards faithfully adhere to the rule of non-discrinj. 
nation they will be unable to alter the direction of trade except by 
technical progress or new discoveries. Let us assume that one planning 
board would arbitrarily fix the domestic price of some raw material 
which ordinarily is imported, low enough so that imports would cease 
Domestic plants would demand the raw material from domestic pro. 
ducers, and there would even be foreign plants which would want ty 
buy the raw material in question at its new low price. In the absence 
of important technical improvements which would cheapen the pro- 
duction of the raw material the domestic plants producing it would 
suffer losses and it would be economical to close them down. In an 
economy with full employment there would be, however, little incentive 
to foster uneconomical domestic industries if the same commodities can 
be had at a lower price abroad. 

The principle of non-discrimination is so conspicuous that it has 
been postulated by some of the ablest writers on socialist economics.” 
The reasoning is based on the simple fact that a country can improve 
its terms of trade by unilateral discrimination, but that trade restric- 
tions on all sides leave in doubt whether any country gains as compared 
with free trade, and all countries together lose. There are some instances 
in which it might be claimed that complete non-discrimination would 
be disadvantageous. Mr. Dickinson, for instance, argues that protec- 
tion in a socialist commonwealth would be justified against dumping 
and short-term fluctuations and in order to encourage infant indus- 
tries.’ To this might be added regulations against excessive depletion 
of scarce mineral or other resources, though it would be difficult to find 
many concrete examples of this. 

As concerns protection against dumping or cyclical fluctuations, one 
need have few misgivings if the world is organized in countries with 
an economy geared to full employment and planned production. It may 
be, of course, that a number of countries will not introduce a planned 
economy, and that vested interests in these countries might find it 
advantageous for their own selfish ends to desist from achieving ful 
employment. These countries would hardly practice non-discrimination 
and it could be argued that the rest of the world might take retaliatory 
measures against them. 

A more important, and more serious problem is the protection of 
infant industries. There are many countries in the world today where 
the introduction of certain industries would be advantageous in the 


* Cf. R. L. Hall, The Economic System in a Socialist State (London, 1937), P- 24, 
H. D. Dickinson, op. cit., pp. 176-77, and A. P. Lerner, op. cit., p. 136. 

* HD. Dickinson, op. cit., p. 177. Similar opinions are expressed by Mr. Cole, Econom 
Planning, pp. 263 ff. 
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Jong run and would prove to be in agreement with the principle of 
comparative cost, #.¢., where these industries, after having become 
strong enough, could produce at a cost not exceeding the level of the 
world market. It has been argued that these industries need protec- 
tion in the infant stage, and this case has been cited frequently both 


iscrini- 
ept by 
fanning 
aterial, 


| cease, 
ic pro. MMEby non-socialists and socialists, as an instance in which protection is 
vant to Ml beneficial.* The need for protection of infant industries would, how- 


bsence MB ever, be greatly reduced under socialist planning. If a country wants 
e pro- MME to introduce a new industry it can increase enormously the speed of 
would HMB investment in this industry, as compared with the speed of investment 
In an MMM which would take place under unplanned conditions.’* The period dur- 
‘entive MN ing which the industry remains in the infant stage could thus be con- 
ies can ME siderably shortened. 


Furthermore it is clear that infant industry protection involves losses 
for the economy as a whole, and that the argument in favor of infant 
industry protection is precisely that the efficiency of the growing in- 
dustry in the future will more than make up for the temporary losses. 
In a planned economy these losses could be taken up by the planning 
board. The new industries would have to sell at world prices from the 
beginning and if this resulted in temporary losses they would have to 
be reimbursed from a central fund. The speed with which operation 


it has 
nics,” 
prove 
estric- 
pared 
ances 
would 


rotec- MM free from losses could be reached may be used as a measure and justi- 
nping #™ fication of the establishment of these infant industries. If after a con- 
ndus- @ siderable time of operation and sizeable investments they still show 


letion #@ losses, this could be taken as a proof that it would be more advan- 


) find tageous to divert productive resources to other industries. Such a sys- 
tem would further have the advantage of preventing countries from 
» one fostering infant industries regardless of the expectations of success. 
with The experience of many of the smaller European countries in the period 
may between the two world wars shows clearly what excessive cost is in- 
nned volved in the attempt to create industries even though their operation 
ad it is decidedly uneconomical from a long-run point of view. 
| ful Thus it has been shown that by their investment activities the na- 
ition tional planning boards will have a certain amount of influence on the 
tory direction of trade. Every board will be able to stimulate certain indus- 
tries which for various reasons might be considered advantageous for 
nO 
here a For socialist arguments in favor of infant industry protection, cf. Friedrich Engels, 
the Schutzzoll und Freihandel,” Die Neue Zeit, 6. Jahrgang (1888), pp. 289-98, and Otto 
Bauer, “Die Arbeiterklasse und die Schutzzille,’ Die Neue Zeit, 23. Jahrgang, 1. Band 
(1904-05), pp. 536-40. 
ssi *Two outstanding examples of the truth of this statement are the rapid growth of the 
von and steel industry in the USSR during the first and second Five Year Plan and the 
omit ‘ull more rapid expansion of the shipbuilding industry in the United States since the out- 


break of the present war. 
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the respective country. New investment will have to be decided upon 
with a view to domestic production and full employment at home anj 
the requirements of foreign trade. Of great value in this connection ar 
Mr. Cole’s remarks on the technical problems of planning concerning 
size and kind of imports and exports.” If, after a period, an equilibriuy 
in the flow of trade is established, the manipulation of exchange rate 
will become very easy, and a far-reaching stability of exchange rate 
can be achieved. Since arbitrary appreciation or depreciation of national 
currencies is clearly a measure of discrimination, only those adjust: 
ments in the foreign value of national currencies would take place 
which are caused by the requirements of foreign trade and in 
ternational capital movements.” There is furthermore no reason why 
some such plan as the International Clearing Union, proposed by Lord 
Keynes, should not be adpoted. 

2. The problem of trade and exchange rates necessarily involves the 
problem of long-term capital movements and, combined with it, of 
international investment. No essentially new proposals need be made 
here, for it is generally recognized that international investment must 
be carried on by some supra-national organization divorced from the 
particular interests of the individual countries.*? Mr. Lerner’s proposal 
that the various countries come to an agreement “to direct a certain 
amount of investment toward increasing the capital wealth and the 
income of the poorer countries” seems quite adequate.”* Whether the 
principle of half and half, or some other proportion, is adopted is of 
minor significance. It should be noted that the various national plan- 
ning boards will be able to set the rate of capital accumulation arbi- 
trarily, though it may be assumed that each planning board will aim 
at accumulating enough to make the marginal net productivity of cap- 
ital zero.** Whether this end can be attained in the poorer countries is 
questionable, but the larger a share of foreign capital flows into these 
countries, the nearer they will approximate this end. The planning 
boards of the richer countries will then have to take due notice of these 


*G. D. H. Cole, Economic Planning, pp. 201-25 and pp. 263 f. 


™It will be of little importance whether the currencies are bound to some metdllic 
standard or not, the mechanism will remain the same in either case. 


*The necessity of regulating internationally the movements of long-term capital § 
generally recognized by almost all writers on this topic. Cf. J. E. Meade, The Econom 
Basis of a Durable Peace (New York, 1940), pp. 109-13; Eugene Staley, World Econom) 
in Transition (New York, 1939), pp. 277-79; P. E. Corbett, Post-War Worlds (New 
York, 1942), pp. 133-34, and R. B. Bryce, “International Aspects of an Investment Pro- 
gram,” in Seymour E. Harris, ed., Post-War Economic Problems (New York, 1943), P? 
366-71. 

™ A. P. Lerner, op. cit., pp. 137-38. 


“Cf. Oscar Lange, op. cit., p. 85. 
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‘nvestments abroad in their savings decisions. Whether, in comformity 
with Mr. Lerner, the international investments in the poorer countries 
should be made in a gratuitous form, need not be argued here. 


ed Upon 
and 


tion are 

cerning It may now be asked why such a simple scheme has found no earlier 
ilibriyp Mana more enthusiastic support than the few incidental remarks quoted 
ge rates above and why socialists who have written on the problem of inter- 


national trade involving socialist states have generally demanded the 
elaboration of complicated plans of bulk exchanges, government trade 
monopolies and central, often autocratic, administration. The answer 
seems to be twofold. 

In the first place, one may point to an institutional factor, the exist- 
ence of a foreign trade monopoly in the USSR, the only country which 
has so far consciously attempted to put into practice a general plan of 
production. The foreign trade monopoly in the USSR was founded in 
1918. Originally it was created out of necessity as an instrument in 
dealing with a hostile world, with the internal breakdown of produc- 
tion and the hyper-inflation of the Russian currency.” Later, especially 
after the introduction of the New Economic Policy, there arose the 
demand for free trade in Bolshevik circles, one of the prime advocates 
of free trade being Nikolai Bukharin. Krassin and his monopoly pre- 


Be rates 
national 
adjust. 
place 
ind 
on why 
Lord 


ves the 
it, of 
> made 
it must 
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‘oposal 

~ertain ME Vailed, however, mainly because of the fear that free trade between a 
nd the MME Socialist country which was primarily an exporter of raw materials and 
er the MME 2 capitalistic world which was still largely influenced by groups hostile 


1 is of Hm to the USSR would seriously endanger the economic and political con- 
plan Solidation of the USSR.”* With the further development of Soviet 
. arbi- MM economy under the five-year plans the foreign trade monopoly became 
ll aim @@ institutionalized and thus an appendage of the economic and political 
f cap. system of the USSR. It should not be overlooked, however, that it was 
ms 5 *A statement by Leonid Krassin, the first People’s Commissar for Foreign Trade, ex- 
these presses this clearly: “One must remember that Russia resumed her foreign trade at a 


time when her currency was by no means stabilized, and when the rouble was falling 
rapidly. Under these circumstances, no customs tariffs or rates would have been able to 
catch up the Soviet currency in its constant and prodigious depreciation, and no customs 
guards or officials could have possibly prevented the swamping of our country with cheap 
foreign goods that would have infallibly killed our own industry, which was too weak 
at that time to resist such a flood. It was only due to the monopoly of foreign trade that 
our textile, metallurgical, sugar, hide, and a number of other industries had the chance 
of a steady transition from the stage of working at a loss to work on a sound financial 
basis.” Lubov Krassin, Leonid Krassin, His Life and Work (London, 1929), p. 163. Cf. 
also the translation of the leading article of Economic Life of Nov. 5, 1920, written by 
A Prasolov, quoted in U. S. Congress, House of Representatives, Hearings before the 
Committee on Foreign Affairs, Conditions in Russia, 66th Cong., 3rd sess., H.R. 635 
(Washington, 1921), pp. 175-76. 

“Cf. Lubov Krassin, op. cit., pp. 164-68. See also “The Growth Decline of the Foreign 


_p — USSR,” in Quarterly Bulletin of Soviet-Russian Economics, No. 3 (Jan., 1940), 
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originally only an emergency measure and was in no way an essential 
instrument of socialist planning in general. 

The second reason for the failure to outline an efficiently working 
system of foreign trade is to be found in the failure of many writers 
to perceive clearly the function of a pricing system in a socialist state. 
As long as factor prices were not regarded as objective elements of costs 
but as “fiat costs” which are purely arbitrary, it is obvious that no 
reliance could be placed on the prices of foreign commodities having 
an objective influence.” If it be argued that the national planning 
boards fix their costs arbitrarily and do not allow them to become 
criteria of choices of alternatives, it is clear that they must do the 
same whether the factors of production are produced domestically 
or imported. Decisions as to kind and quantity of imports in such a 
case cannot be determined by decisions of the managers of plants and 
industries in the planned economy, but must be made by the national 
planning boards using approximate guesses as to demand and supply 
conditions at home and abroad. The inevitable result of this is the 
organization of foreign trade on the basis of bilateral bargains and 
bulk exchanges. 

If, however, this restrictive feature of pricing of factors of produc- 
tion is abandoned and the parametric function of prices in all fields is 
established, the prices of foreign commodities play the same rdle as 
those of domestic commodities and attain the function of serving as 
indices of choices on which alternatives are offered. In such a case it 
would be superfluous to maintain a foreign trade monopoly. If it is 
nevertheless maintained, as is proposed for instance by Mr. Dickinson, 
its function would be that of a convenient intermediary which takes its 
orders from domestic plants and industries rather than that of an 
independent policy-forming organ.” 

It may be added that state interference with foreign trade in the 
form of tariffs and other artificial barriers has met with fewer objec- 
tions than internal trade regulations. Many advocates of domestic plan- 
ning oppose this type of protectionism, though their proposals fre- 
quently contain protectionist elements. Their objections are based on 
the argument that these measures are only partial and are frequently 

* G. D. H. Cole, Economic Planning, pp. 184-85. The point that the prices in a socials 
planned economy are meaningless is precisely the main argument against the possibility 
of socialist planning in general. Cf. Ludwig von Mises, Socialism (New York, 1932), P 
137-42. 

*H. D. Dickinson, of. cit., pp. 177-78. The opinion expressed above is not shared 43 
Mr. Dickinson who would give larger powers to the foreign trade monopoly. He ne 
viously perplexed by the charge that this might lead to “bilateral monopoly.” But thee 
is little consolation in stating, as he does, that this would present no deterioration com- 


pared with the situation under capitalism with marketing boards, quotas, and clearing 
agreements, 
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contradictory. They contend that the logical consequence of national 
planning is an equivalent all-embracing regulatory interference with 
jaissez-faire in international economic relations. 

It has been shown that this view is not correct. The classical econo- 
mists worked out an economic model based on atomistic conditions of 
supply and demand which resulted in the most efficient means of pro- 
duction and distribution through equalization of the marginal produc- 
tivity of each factor in the several industries and through equalization 
of the market price of a commodity with its marginal cost of produc- 
tion, In the international field they arrived with the same logic at the 
pattern of free trade on the basis of the principle of comparative costs. 
Granted the assumption of the classical economists of an atomistic 
market and full employment (the latter assumed implicitly), their con- 
clusions are accurate. Economic planning has the virtue of abolishing 
the maladjustments which come from the fact that in practical ex- 
perience the assumptions of the classical economists do not hold, that 
we have monopolies and business cycles with unemployment, tariffs, 
exchange control, and quotas. 

The task of the national planning boards will be to create conditions 
under which again the most economic, that is, the most efficient allo- 
cation of resources with reference to the existing demand will take 
place. All serious writers on socialist planning insist upon this.*® The 
equivalent measure to be taken in the field of international trade is non- 
discrimination which will secure the most economic allocation of re- 
sources and the most efficient division of labor internationally in accord- 
ance with the principle of comparative costs.*° Thus, non-discrimina- 
tion becomes the proper and effective supplement of a policy of national 
planning along socialist lines. 

* Cj. R. L. Hall, of. cit., pp. 116 f., Oscar Lange, of. cit., pp. 90 f., and H. D. Dickin 
son, Op. cit., pp. 98 ff. 

“This opinion is expressed in excellent fashion by Dr. Landauer when he says: “The 
wholesome consequences which the classical economists expected from the unrestricted 
operation of business enterprise depend on certain basic presuppositions. The unreality of 
these assumptions when applied to the domestic scene does not necessarily imply a like 
unreality in the case of international exchange relations. It may quite logically be argued 


that the need for regulation is absent in international relations but essential for the 
domestic economy.” Carl Landauer, op. cit., pp. 504-05. 


SOME ASPECTS OF VALUE AND CAPITAL 
IN A WAR ECONOMY 


By Ernst W. SwANSsON* 


I 


In a nation at war prices, with some exceptions, may be expected to 
behave pretty much as in the years before the war, or they may be 
expected to become sensitive to the point of being explosive. We may, 
of course, quite readily say that what really happens depends upon the 
controls fostered by governmental authorities. But we also may readily 
ask, “By what process does the economy finally take either of the 
directions?” Or, “What are the actions of various individuals that lead 
to the actual course of events?” The solution is not easily given; limit- 
ing factors upon price developments must either be or not be present. 
We believe it worth the while to attempt to discover their nature. We 
may learn what is fundamental to the establishing of a stable economy 
under conditions of heavy war outlays and, equally significant, what 
makes the price system sensitive when at other times many prices are 
more than apparently endowed with extreme inertias. 

The purpose of this paper, therefore, is to develop those aspects of 
value theory that have particular application to wartime price forma- 
tion, and not to add to the principles of price administration, a subject 
subordinate to the main thesis. We hope to reconstruct the theory 
of value to fit a situation in which there is an extensive governmental 
budget deficit. The framework of the theory of uncertainty and ex- 
pectations laid by Professors Knight, Myrdal, Hicks and others’ sets 
the stage. 


II 


Under normal conditions of peacetime, when national income tends 
much more than in wartime to approximate the total cost of production 


* An associate professor of business administration and economics at the State College 
of Washington, Mr. Swanson is on leave of absence while serving as Principal Fiscal Analyst 
in the Bureau of the Budget. The views he expresses are his personal opinions and do not 
necessarily reflect those of the Bureau of the Budget. 

*See F. H. Knight, Risk, Uncertainty, and Profit (Boston, Houghton Mifflin, wat) 
Gunnar Myrdal, Prisbildningsproblemet och Férdnderligheten; J. R. Hicks, Value - 
Capital (Oxford, Clarendon, 1939); Erik Lindahl, Penningpolitikens Mél och Medel; a 
A. G. Hart, Anticipations, Uncertainty, and Dynamic Planning (Chicago, Univ. of Chicago 
Press, 1940). 
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of consumers’ durable and nondurable goods, prices for the majority 
of goods produced approach as a limit the cost of production at the 
margin. More explicitly, the action taken by producers in deciding 
upon the quantity which they will produce and, hence, the quantity 
which may be forthcoming in the market, is determined by what the 
producers expect to be the point of intersection between the marginal 
revenue and the marginal cost curves during the given period of time 
for which they lay their plans. 


Production plans and expectations 


The length of the period for which producers will plan their produc- 
tion is mainly fixed, apart from the shape of their demand curves, by 
what they anticipate will be the duration of the present level of wages 
and the interest rate. The constancy of the level determines what their 
output and demand for agents of production will be. Even though they 
may anticipate change in the ratio of labor to capital, given a fair de- 
gree of determinateness of one important price, it is possible for pro- 
ducers to estimate their expected marginal costs and marginal revenues 
relative to that price. For most producers a conventionalized wage 
pattern is *’e element essential to their plans, since it is their major 
cost item.’ As long as the producers’ expectations about wages as a 
price are independent of the prices shaped in the market, technical 
improvements aside, their production plans will continue about the 
same. 

Hicks’s concept of the elasticity of price expectations is particularly 
applicable to this and to similar evaluations by individuals of the future 
behavior of prices. He defines, “The elasticity of a particular person’s 
expectations of the price of commodity X as the ratio of the propor- 
tional rise in expected future prices of X to the proportional rise in its 
current prices.”* By this definition, therefore, if there is an elasticity 
of Wages expectations of zero, production plans are unchanged. For the 
entire economy stability of general equilibrium will last as long as elas- 
licities of price expectations are zero.‘ 

The application of expectations to the theory of price formation 
paves the way to a better interpretation of economic action. Given 
certain data, the values of which are stated as probabilities, individ- 


"Keynes develops a comparable concept of stability. 

"J. R. Hicks, op. cit., p. 205. 

* Ibid., especially chapter XX. 

5 i i 
: Te amplify upon this point, permit me to quote from an earlier article (“An Hiatus 
: e Risk Theories of Knight and Myrdal,” Proceedings of the Nineteenth Annual Con- 
ciel of the Pacific Coast Economic Association, December, 1940): “The form of 

‘hc experiment involving the establishment of approximations to reality . . . calls 
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uals respond quite differently as to what they expect under differen 
courses of action. Not only may individuals evaluate probabilities oj 
the data differently but actions taken under similar conditions may be 
different. Dependent upon these interpretations of data, expectations 
diversely affect the price formation process. Thus, given a period of 
stability, expectations viewed in the light of experience remain what 
Hicks has expressed as inelastic; should there be a change in the mar. 
ket price for a good or an agent of production, the evaluating individual 
does not necessarily respond to the market price per se; he relates his 
“scale of preferences” to what he finds has held in the past. As long 
as past conditions are expected to govern price behavior, price varia- 
tions or change tend to be limited.° It finally should be noted that not 
all individuals show the same sensitivity to changes in the data and in 
price. 

The limited range of price variations of a normal market means that 
prices in such a market are governed by the long-term price-making 
forces and that inelastic expectations prevail. As Ohlin’ has emphasized, 
this kind of price variability depends upon how strongly and univer- 
sally the concept of normal is accepted. 


Stability of the price system 


The stable price system for one thing reflects certainty of the as- 
sumptions; that is, it is widely estimated that the probability of the 
occurrence of an event basic to the price analysis approaches either | 
or 0. In this system, too, viewing it as a whole, the demand and supply 
functions are all homogeneous. In the analysis of general equilibrium, 
the quantity of a good or service bought or sold is a function of several 
or more prices (that is, there is interdependence) ; if all the prices upon 
which the purchase or sale of a given good depends change in the same 
proportion, the quantity of that good demanded or supplied stays the 
same and the function is homogeneous.® As long, therefore, as all de- 
mand or supply functions remain homogeneous, a general price increase 
may occur without any destabilizing change in the quantities of goods 
or services bought and sold, and equilibrium would obtain. But should 
one individual, whether a consumer or producer, reconstruct his plan 


for a different kind of ‘givenness’ than the usual ‘type case’ method of economic analysis 
We must broaden our assumptions so that ‘givenness’ is stated with allowance for va" 
ability in the data.” 

* That is, the dispersion of expectations about their arithmetic mean is small. 

* Bertil Ohlin, “Till fragan om penningteoriens uppliggning,” Ekonomisk Tidskrift, Vol 
35 (1933), pp. 53 ff. 

*Cf. R. D. G. Allen, Mathematical Analysis for Economists (London, Macmillan, 1958) 
pp. 314-315, and J. R. Hicks, op. cit., pp. 252-55, 315-17. 
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cen of action because of a different interpretation of the probabilities of 
the events governing his action and, hence, derive price expectations 


op which are elastic, then the equilibrium is broken. A return to equilib- 
ay be rium now becomes dependent upon how his demand curves shape them- 
tions selves and also upon the inertias and frictions in the price structure. 
od of It would appear, therefore, that when the elasticity of the price ex- 
what pectations generally is 1 or is approaching 1, the system is, as Hicks 
mar. terms it, and as Wicksell first described it, in “neutral equilibrium” ; 
idual that is, “it can be in equilibrium at any level of money prices.” Once 
se his price expectations are greater than 1, the system is no longer neutral 
Tong with respect to money; the price formation process may become con- 
iste. ditioned by the extent of shifting from money to commodities and/or 
t not securities. 
ad te There is still another element of price formation which is closely 
related to this behavior. In the enterprise economy, speculation, for 
; that many commodities and securities fairly well organized, can be a power- 
aking ful stabilizing force. The function of speculation is to establish a high 
lead degree of liquidity of those commodities and securities. Time and spa- 
“i tial price differentiations would exist were it not for the general knowl- 
edge about commodities and securities accumulated by and traded upon 
by professional traders. On the basis of their knowledge they attempt 
to equate the short-run prices to the equilibrium prices they expect to 
7 obtain. They thus operate to reduce the spread between current and 
f the expected prices and maintain a relatively stable price which comes to 
her | move within fairly well defined limits; for example, common shares 
ly may indefinitely fluctuate about a price-earnings ratio of around 15. 
ain When, however, the data on which speculators base their analysis of 
alt future prices do not yield a reliable inference, the reactions of the 
upon speculators to changes may move in such a direction as to be price 
a destabilizing. This turn of events is highly possible in wartime, espe- 
ihe cially when coupled with uncertainty about long-run price behavior. 


1 de. It then happens that speculators tend to act so that their buying or 
selling is aligned with that of the non-trading groups, and their actions 


rease 

an do not offset those taken by the buyers and sellers outside of the mar- 

a ld kets. The shift to commodities and securities instead is greatly am- 

oe plified and organized speculation is routed. 

III 

vari The action of an individual, under war conditions, tends to be con- 
ditioned largely by his expectations. The derivation of probabilities for 

ms ae courses of action evolve into varying beliefs about price be- 

_ the final plan will be made according to the most likely course 

1938), °' prices; if, in light of the data, the most probable price situation 
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points to rising prices, the individual comes to expect elastic prices and 
the current price behavior conditions the behavior of future prices, 
Then, the general supply and demand functions become non-homogene. 
ous and a rise in prices no longer brings about a relative change in the 
quantities bought and sold. 

By now, it should be evident that the concept of price elasticity js 
an analytical device, rather than the actual definition of a course of 
action of the individual. He attempts to evaluate the possible plans in. 
ferable upon the data, the values of which in reality can only be 
stated as approximate probabilities. His final choice depends upon his 
interpretation of the elasticity of price expectations. In order that we 
may gain some understanding of this choice we shall here attempt to 
relate certain courses of action to interpretations based on hypothetical 
situations; for that matter, the analysis of hypothetical situations is 
about the only method that the individual can pursue. 

The rather extensive creation of bank deposits for the purpose of 
financing governmental bond sales, it has been held, is the causal ele- 
ment in the present incipient inflation. Actually, however, the quantity 
of money is not a direct price-determining factor.*® In order to ex- 
amine price behavior and, indirectly, the place of money in wartime 
price formation we examine two type cases of wartime price control. 


Price formation for consumers’ goods assuming rigid price control 


First, we posit that there is a high degree of price control through 
selective price methods, supported by adequate policing so that there 
are no vestiges of black market trading; that wage control only allows 
incentive payments, upgrading for stated job classifications, a longer 
working week, and “corrections of inequalities”; that rationing has 
been extended to a majority of essential cost-of-living commodities on 
the basis of a point system which adjusts to the relative price conditions 
for commodities so effected. However, we assume that taxation is rela- 
tively lagging so that available incomes are increasing at a greater rate 
than the supply of consumers’ goods. 

As the conversion and the adaptation of the economy to war pro- 
gresses and the dilution of labor is increasingly effective, there devel- 
ops an inflationary “gap” which may grow greater dependent upon 
individuals’ propensities to consume. For the while we may believe that 
propensities to consume evidence a laggard reaction to advances I 
income on the assumption that there is no important change in the dis- 
tribution of income. No general cost-of-living adjustments are allowed: 
and income adjustments may be presumed to be associated with added 


*For example, compare Knut Wicksell (Geldzins und Giiterpreise) with J. M. Keynes 
(General Theory of Employment, Interest, and Money). 
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output. The resulting increases in national income may be large but will 
be fairly evenly distributed. 

Under these circumstances the elasticity of price expectations tends 
toward zero, i.e., future prices are expected to follow current prices, 
and the demand functions continue to be related proportionately to 
price; because of the income effects, individuals continue to believe in 
the stability of the price structure, and there need be no great pressure 
on the controlled price structure. The lag in the propensities to consume 
may continue indefinitely. While the lag persists and wages continue to 
form a consistent and relatively stable pattern against which relative 
values of things may be determined, prices for rationed goods will 
move within a narrow range. 

There is, however, no reason for believing that, even with fairly 
powerful controls, marginal propensities to consume will remain con- 
stant. As long as there are uncontrolled commodities and claims upon 
income streams, there will be shifts in demands and variations in in- 
come elasticities for various items. At first, the relative change in pro- 
pensities to consume may be less than that of income but, as realization 
of the meaning of the increased incomes grows, the proportional changes 
in the propensities to consume will tend to approximate the change in 
income; the income elasticities for some goods will rise. Even though 
a number of goods are rationed, income escapes into expenditures upon 
recreation, travel, entertainment, education, books, and the like. Prices 
will advance in these price areas and the hot hand of inflation is laid 
upon the price system. It is doubtful, however, that price advances for 
nonessential or luxury items will affect much the price expectations else- 
where. As a rule, individuals are perhaps better adjusted to price vari- 
ability for luxuries and price ranges for luxuries can be very much 
larger than for essentials. Moreover, there is no reason for thinking 
that, at least for the while, income elasticity for luxuries will become 
infinitely great and a large portion of “excess income” be expended in 
that sphere. Hence, if rationing generally provides a sufficient minimum 
standard of living and wage increases are within the narrow range set 
by increasing skills, the inflationary process will continue to lie dormant. 

However, there is one element which eventually may upset price 
expectations. As the economy enters the period of “full” employment 
of all resources and there is little addition to the output of essential 
Consumption goods, while durable consumption goods production is 
negligible, decreasing returns will begin to appear in consumption goods 
industries; at first, the effects upon costs are not extensive, but sooner 
or later many industries feel the pressure. It now becomes necessary 
‘0 raise price ceilings of affected commodities. 

At first, the cost advances will probably be quite limited so that the 
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necessary offsetting price increases may not be high enough to change 
much, if any, price expectations for essential goods. Conceivably, cost 
advances could be so gradual that price increases would not disturb 
price expectations and, in effect, might even be deflationary. Of course, 
the assumptions necessary to this conclusion are that controls are 
effectively administered and that the income drawn off by taxes is 
sufficient to prevent any important shifts in propensities to consume. 

If, however, taxes are inadequate for that purpose, the chances are 
that eventually cost increases will call for such higher price. 1s to lead 
to a general distrust of the price structure. 


Price formation under assumptions of less rigid control 


Our assumptions have been that rationing and price control are 
effectively administered and policed and, especially, that wage advances 
are limited to upgrading, adjustments of certain inequalities, and in- 
centive payments. The greater portion of these wage increases are in 
conjunction with rising productivity and, in so far as there is a greater 
output of consumption goods, the increases do not add to the inflation- 
ary pressure or advance the per unit cost. To be more realistic, how- 
ever, we must posit a wage policy which allows so strong a competition 
between employers for labor that wages are forced beyond what specific 
labor productivity would warrant; after all, production is largely for 
governmental agencies financed on a deficit basis. We also retain the 
assumption that rationing and price control for essential commodities 
are fairly effectively administered but, more realistically, we assume 
that policing of markets is not as effective. 

At the first of the period, we assume that the elasticity of price 
expectations generally is less than 1; there are also no significant 
changes in the income elasticities of the majority of goods. As wages 
advance, we may expect a lag in the propensities to consume behind 
income. Gradually, there is a shift to the right of demand curves for 
the controlled and uncontrolled goods. Prices of the latter will probably 
be forced upward considerably more than they were in the previous 
case; under the assumptions prices of controlled goods and services, 
at first, will not be affected. With increased and redistributed incomes 
becoming the rule rather than the exception, the lag of the propensities 
to consume for many goods behind income will decrease. But rationing 
will exert retarding pressure on the demand for essential commodities 
so that their income elasticities (governed by the point system) will 
tend to be shaped as before. a. 

Now, with the increasing prices of uncontrolled commodities and 
services and changing labor and materials conditions, costs of several 
consumption goods begin to advance. Presumably there will be accom 
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» Cost panying demands for price advances from the producers. It is under 
sturb these circumstances that we may expect the marginal propensities to 
Ure, consume to become a truly dynamic element. The behavior of buyers 
S are and sellers of commodities and other assets results in different price 
ces is and income effects which tend to make the system stable or unstable. 
sume, 

S are The criteria of price stability 

lead We have said that, if the system is to remain stable, the price ex- 


pectations must be inelastic. We may now add to this criterion, an- 
other. If price expectations are not inelastic, the system can remain 
stable only in so far as changed speculative holdings of commodities and 
| are securities will offset the demand or supply changes. Speculation in 


oe commodities and securities may operate to stabilize prices through 
d in- changes in income. 

oben Kaldor has shown" that the long-term interest rate is remarkably 
eater insensitive to changes in supply and demand of bonds and that this 
stion- stability is not due to liquidity preference (Keynes’s variety). Because 
how- of low carrying costs and the low risk premium necessary to the hold- 
tition ing of bonds, if bond prices should decline, bond buyers will quite 
ecific readily step in to take advantage of the momentary divergencies of the 
y for current prices from the expected prices; while a price advance will 
n the equally readily be checked by sales. Under these operations the long- 
dities term rate must be governed by price expectations and the elasticity of 
— price expectations tends to approach zero. 

' For a large number of goods and securities the same kind of forward- 
_ buying as for bonds is possible and, hence, speculation may reduce 
icant their price variations. If, in general, analyses of future prices indicate 
_ no change, speculative buying and selling would adjust the current to 
ehind the expected price, so that the expected would differ from the current 
. - price only by the amount of the interest and storage and deterioration 
bably costs. If price changes are uncertain so that elasticities of expectation 
_ are greater than 1, the difference between the expected and the current 
_ prices would become larger by a risk premium;™ but the more specula- 
a tors are willing to hold securities or commodities, as the case may be 
va relative to changes in their prices, the more we may expect the current 
ies to equal the expected price and normal conditions to obtain. 

wil Speculators usually are most willing to buy and sell bonds, shares, 
| and standard commodities such as metals, grains, and semi-perishable 
; and "N. Kaldor, “Speculation and Economic Stability,” Rev. of Econ. Stud., Vol. VII 
veral (1939-1940), p. 7. 
com: “The amount of the risk premium is determined by the standard deviation of the 


persions of expectations about their mean and the amount of futures buying. Kaldor, 
Rev. of Econ, Stud., Vol. VII, p. 7. 
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commodities in the order stated; semi-perishables thus are quite wel 
down the scale of speculative preference. The greater the willingness tg 
hold or to release commodities or securities relative to price changes - 
up or down, the smaller the degree to which the change in the supply 
and demand factors can affect prices and the less will high elasticities 
of price expectations influence price formation. Thus, if the demand 
for commodity X advances, and if speculators are willing to absorb 
cash by releasing necessary amounts of commodity X, or if the general 
system of equations of related prices thus adjusts to offset the in- 
creased demand, price tends to be stabilized. To the extent that an 
adjustment to satisfy the price system comes through the speculative 
function, the greater may be the chances of price stability. 

The corrective that brings price stability is the change in incomes.” 
When speculative holdings readily increase with price changes, an in- 
crease in general demand for a good will decrease incomes, and prices 
tend to be stable because speculators absorb surplus quantities of goods 
other than X. Thus the stability of price depends in reality upon the 
economic actions taken by various individuals. 

Let us reconsider on these grounds the effect of increasing demands 
under wartime conditions of rising incomes. 

Should demand for commodity X (and, as does Kaldor,” we desig: 
nate securities as commodities since they are claims against future 
commodities) shift to the right, assuming the nonspeculative supply 
curve relatively constant, we may expect a price increase for X. Even 
if speculators in X are willing to relinquish their holdings of X, the 
effect will most probably be price destabilizing; because of the rising 
incomes, spending on other commodities will probably not be con- 
tracted and incomes will decline not very much or not at all. If there 
are no speculative holdings of X or if speculators are unwilling to 
release their holdings because they themselves expect further price 
advances, the destabilizing effects are even more pronounced. If there 
are several commodities for which there may be speculative holdings 
of varying degrees of reaction to price changes, since the speculative 
influence is then greatly dispersed, the price situation for these con 
modities may become quite unstable. Price expectations will mos! 
probably advance against the reduced speculative holding, and the In 
creased demands will generate additional increases in money income, 
dependent upon income elasticities for various goods. 

We must distinguish, moreover, between organized speculative and 
accumulative speculative forces. When there is cumulative speculation, 


* Kaldor, Rev. of Econ. Stud., Vol. VII, pp. 18 and 19. 
*® Kaldor, Rev. of Econ. Stud., Vol. VII, p. 20. 


CEMBER 


te well 
ness to 


hanges - 


supply 
ticities 
lemand 
absorb 
yeneral 
the in- 
hat an 
ulative 


omes.” 
an in- 
prices 
goods 
on the 


mands 


desig- 
future 
supply 
. Even 
X, the 
rising 
e 
f there 
ing to 
price 
there 
dings 
lative 
most 
he in- 
come, 


re and 
lation, 


1943] SWANSON: ASPECTS OF VALUE AND CAPITAL 861 


the price stabilizing influence will be quite ineffective. The organized 
speculative forces are determined by traders who seek to follow the 
dictates of their interpretation of the market data. Speculation when 
governed by this experienced group can be a powerful stabilizing force.”* 
However, trading in commodities—as in securities—may develop for 
the purpose of hoarding against uncertainty engendered either by a 
lack of data or by the inability of individuals to evaluate with relia- 
bility what data are available. When these conditions appear outsiders 
may step into the general market operations in large numbers and 
cumulative speculation develops so that the opinions of professional 
traders no longer prevail. Even though there may be speculative hold- 
ings of many commodities by professional traders generally an increase 
in demand for certain goods does not reduce income effectively else- 
where. 

Thus the presence, for example, of uncontrolled food prices will, 
under elastic price expectations, tend to bring about cumulative specu- 
lative holding of basic food materials and so engender a sufficient dis- 
belief in a constant range of price variations of the controlled prices 
that the price system becomes explosive. This situation is akin to more 
recent developments. in which food prices have moved entirely out of 
an accepted range of variability. The effect has had double repercus- 
sions, a strong price destabilizing influence has appeared along with 
substantial increases in commodity holdings, so that supply inelasticity 
has become almost perfect for many commodities having the capacity 
of speculative holding. Of especial significance is the fact that the de- 
stabilizing influence is felt not only through income but also through 
price increases for a number of important commodities. The price 
system, we may say, has become sensitive upward. 

Not all excess incomes, however, will at first flow into commodities. 
Many individuals, who are more sanguine about price advances than 
others or who, because of human “inertias,” are slow in reacting to 
rising incomes, do not reconstitute at once their budgets; their 
price expectations remain negative. These individuals will increase idle 
balances. Under normal conditions we might expect an increase in 
holdings of goods or securities to be offset elsewhere and equilibrium 
would be maintained. But the general accumulation of idle balances 
(or the purchase of bonds) cannot continue indefinitely, unless ade- 
quate controls over incomes (costs) are secured. Speculative holdings 
of goods or equity securities will have only an increasingly greater 


ne influence which results in further income increases and 
anges. i 


“Compare Keynes's contrary view as expressed in his General Theory, etc. 
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Liquidity premium and preservation of purchasing power 


What is really significant in this stage of price change, as incomes 
expand, is that many goods (and assets) will tend to acquire a value 
for holding purposes and less for current use. For many individuals 
the desire for speculative holding becomes greater because now 2 
liquidity premium” attaches to these goods. Instead of a value derived 
largely by virtue of a good being readily convertible into cash or by 
virtue of a yield relative to the safety of holding, its value now derives 
from the capacity of the good to maintain purchasing power. Thus 
capital goods, which usually derive their money price from a capitali- 
zation of their net product, may now tend to acquire their value from 
a process of comparison of their respective liquidity premiums (re. 
defined). Business assets or those commodities which, by virtue of their 
capacity to maintain purchasing power, have the highest elasticity of 
price expectations will tend to vary more in price than others; under 
those developments cost factors will have little, if any, influence upon 
price. And those individuals who demand this liquidity preference are 
squeezing money out of the system of equations.** 

This change in the system may, however, take place at the same 
time there is an increase in the quantity of money; money is still needed 
to make numerous transactions; other individuals, for the time, are 
building money hoards, for their expectations for the time remain in- 
elastic. But money prices tend more and more to become indeterminate. 
Eventually, as some individuals experience income advances and as 
others are forced to pay out more for wages, the general belief in price 
inelasticity declines and the shift to speculative holding increases. The 
resulting declines in hoards and balances will, however, tend partly to 
be offset by governmental payments for war goods and services at rising 
costs to the procuring agency. 


The formation of wartime share prices 


The price formation for corporate shares, being easy to trace, serves 
as one example of the possible course of prices for a number of goods 
held for their liquidity premiums (redefined). Shares usually have 4 
high elasticity of speculative holdings; that is, differences between 
expected and current prices may have a high relative influence on the 
quantity of shares held or released. Rising excess incomes (excess in the 
“gap” sense), coupled with elastic expectations of profits, make share 
prices correlate fairly closely with fluctuations in present earnings. 
But, to follow Knight and Kaldor, the uncertainty about the future 

5 Liquidity premium as here used has an additional meaning to that implied in Keynes 
concept. 

* Cf. J. R. Hicks, op. cit., pp. 252-53. 
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ncomes profits of many firms is probably the highest of ali business uncertain- 
value ties. Because of inadequate data about corporation taxation, war con- 
iduals tracts, and contract renegotiation, it is virtually impossible to derive 
now ‘ any probabilities about expectations, so that any quantitative measure- 
lerived ment of future profits is foregone by speculators (in other words, the 
“or by probability coefficient by which profits for future periods is weighted 
derives is indeterminate and speculators cannot arrive at any dispersion of 


_ Thus expectations of profits). Hence share traders will attach the greatest 
weight to short-period expectations about capital values and are in- 


pitali- 
i clined to forget completely about the capitalization base and expected 
is (re- profits; trading in “paper” develops. (Compare, e.g., the 1920’s stock 


f their market boom.) In periods of inflation the liquidity premium tends to 
city of increase not with the profit expectations but with the advance in the 
under capital values—and a steeplechase between expectations and values 
> upon may result.’ 

Traders “feel” that there is no longer a normal price situation; the 


ce are 
capitalization base is changed again and again and speculative holding 
same only leads to highly variable values; and the short-run factors take first 
seeded place in the thinking of the traders and others who forget the usual 
fe, are price relationships. Cumulative speculation in shares develops. 
a The formation of wartime land prices 
nd as As a rule, there is relatively little concerted speculation in land and 
| price real estate. To no small degree, this uniqueness of trading is accounted 
The for by the lack of standardization of the good. 
tly to But in wartime, land price expectations may become exceedingly 
rising elastic even if the willingness to hold land values speculatively never 
gets as great as for shares. Assume that the expectations of farm prices 
is so elastic that new price levels develop. On the basis of the capitaliza- 
tion principle we may expect farm land values to rise. Farm land is 
serves highly durable and, for certain purposes, is fairly rigid as to adaptability 
goods to other uses than farming and, therefore, does make possible some 
ave a speculative holding. But, more significantly and fundamentally, farm 
tween lands may come to have a liquidity premium for those who cannot find 
mn the other means of preserving purchasing power; this situation may be 
in the even more exaggerated by an incongruous price control structure such 
share as one based on price parity, when in a strict sense farm prices are 
nings. uncontrolled. 
uture If this change in liquidity premium is general (and we may assume 
eynes’ a high probability of its occurrence), values of farm land will rise even 


without much: trading, i.e., “the marking up of asset values on the 


Poms it is evident that the elasticity of shares is becoming high; and there is a 
olding to obtain the higher gains based on increased capital value expectations. 
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books” will take place. It is also conceivable that trading back and 
forth could drive up prices indefinitely without much or any money 
entering into the transactions. Im fact, land value expectations may 
become so elastic as to be an important determinant of demands for 
product price increases. 

As higher elasticities of expectation of prices for farm land appear, 
there will be a greater diversion of purchasing power (money) to farm 
lands and extensive trading develops. And even with no organized 
market for speculation in land, price changes may become general. 
Relative to former price levels of land and other asset values, indi- 
viduals will more and more convert money into these assets. Now 
liquidity premiums of land grow greater and, since the willingness to 
hold land speculatively is low, the actual course of prices is not de- 
terminate unless some stable value exists against which to measure 
prices. If there is no such stable value, the relative prices which then 
become the “real” prices are made ali the more indeterminate, because 
the changes in liquidity premiums are not themselves predictable. Price 
expectations have finally offset the effects of the limited releasing of 
speculative holdings. 

It is not the increase in the quantity of money that brings the change 
in these values. Even were new farms coming into existence, or were 
there additions to other assets, the marginal unit has no bearing on the 
price, when the price expectations create liquidity premiums for existing 
assets. What market organization there is sets into motion a process 
of revaluation of the money-price of the old assets and these tend to 
determine the price for both new and old. And what may develop in 
the case of share and land values may spread to other assets which 
may be speculatively held. 


The disappearance of conventionalized values 


Conventions of normality and stability tend in wartime to become 
inoperative. The very nature of war calls for such a structural displace- 
ment of the old relationships, price and cost, that stable values are 
difficult to establish. 

The Keynesian price system is regarded as stable as long as money 
wages are kept constant for, as Hicks has said,’* “The more distant 
prices have a zero elasticity of expectations.” But Hicks denies that 
“instability has anything to do with wages.” He believes that “it 's 4 
property of money and securities, those awkward things which are no! 
demanded for their own sake, but as a means to the purchase of col 
modities at future dates.””® His argument is thus partly in keeping with 


“J. R. Hicks, op. cit., p. 256. 
Ibid., p. 257. 
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ours but only partly so; we believe that sensitivity of prices upward 
in the time of heavy deficit spending is expressly related to changes in 
wages. We admit that wages per se do not possess instability, but once 
general wage changes are initiated instability develops; and when 
unemployment is well absorbed, wages advance. This development is 
tied up with a disbelief in the value of money. The correlation between 
the two forces, however, is not additive, but multiplicative. (There is 
no reason for thinking that there is only one numéraire in an unstable 
system. ) 

Under less changing circumstances it would be possible for the in- 
vestment structure to carry the economic system upwards to first stages 
of inflation but, finally, this expansion process ends, even sometimes 
with abruptness. And the factors usually applying the braking force 
are the rising costs of labor and a lowered elasticity of profits expecta- 
tions. After overcoming the initial inertia of wages, labor eventually 
succeeds in pushing up wage rates and, since entrepreneurs have tended 
to look upon wages as concepts of normal ranges of price, the break- 
through of the former serves to lower profits expectations. Interest, 
formed by the price of long-term bonds, continues to remain relatively 
stable, because of the high elasticity of holdings and because of central 
reserve bank open market operations; and as profit expectations be- 
come less certain, investment contracts. 

In wartime, however, as long as there is no attempt to establish a 
balanced war economy and no minimum standard guides the produc- 
tion of consumption goods, in spite of all efforts of a price administrator, 
governmental needs force a price competition between war goods and 
consumers’ goods; established relationships are discarded. Moreover, 
many government contracts are on a cost-plus basis so that, in com- 
petition for scarce labor, entrepreneurs push up wages without any 
regard for the old concepts stating a normal range of prices. As the 
entrepreneurs therefore come to expect a higher elasticity of wages, 
they no longer cut down on activity, but merely ask for higher prices 
and get them. Labor unions, moreover, have obtained a freer range of 
activity and, in the efforts to increase membership, the unions are 
necessarily committed to a militant wage policy. And since the services 
of labor cannot be speculatively held, there is no speculative force to 
continue the stability of wages under changing wage expectations. 

Therefore, the trend of money-prices of things for which there can 
be fairly high speculative holdings eventually becomes indeterminate. 
Unexpected changes in liquidity preference come to bear upon relative 
Prices in a way that the value of holding a good over the value of selling 
may be given considerably greater weight in decisions to sell. The value 
of holding becomes the chief price determinant and the course of infla- 
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tion may be all the more amplified. Jn fact, all because of the lack ofa 
conventionalized value, conditions may be such as to engender an in. 
creased desire to hold assets beyond any theoretical limit. 


The need for a balanced war economy 


The preservation of conventionalized values is possible only in a 
balanced war economy. Given the quantity of labor and materials and 
a technology, the authorities must direct all effort to determining the 
optimum output relative to a predesigned pattern of war goods and con- 
sumers’ gocds. Production scheaules must be developed and “slated” 
and no vested interest allowed to interfere with the goals of optimum 
output. Of course, the flexibility of scheduling must be continued, but 
only deviations from the original plan to correct error or to adjust to 
fundamental change in war plans should be authorized. 

Such a pattern of production will go far to establish labor and ma- 
terial requiremc ..3 and the prices to induce a supply relative to these 
requirements. At no time should it be necessary for the government 
in the purchase of war goods to launch into a competitive price struggle 
for labor and materials. A minimum amount of resources would be 
made available for consumption needs; the remaining resources would 
go into war uses. Wages should be sufficiently flexible to bring about 
shifts into essential occupations, but any undue flexibility need not be 
countenanced. Hence, with wages and the long-term interest rate on 
government bonds relatively stable, steeplechases between price expec- 
tations and liquidity premiums would be minimized. 

Stabilization by means of a cost-of-living index is no stabilization. 
For a brief period there is some belief in a state of conventionalized 
stability. But, eventually, as the income gap makes itself felt, the 
belief in stubility is dissolved and assets possessing or acquiring liquid- 
ity premiums are then most wanted. Stabilization by means of cost-of- 
living indices never places limitations upon expansion of the economic 
system in undesirable directions. Remove the stability of the wage 
structure (by failing to plan for proper ratios between war goods and 
consumers’ goods) or any “index” which has been the conventionalized 
measure of stability, and the course of prices is no longer determinate. 

Those who point to the Swedish experience on stabilization with 4 
cost-of-living index in the 1930’s overlook Sweden’s highly conver 
tionalized wage-bargaining system which has lent stability to wages. 
Thus, its unions have not until recently attempted to force in new wage 
levels, before substandard wages have been corrected. At the preset! 
time wage policy is partly governed by a cost-of-living index; none the 
less, wage advances permitted are percentagewise less than the cost-of- 
living increases; and, moreover, those wage advancv« are still govern 
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by the doctrine of a national income distribution that is for the welfare 
of all groups and not of labor alone. 

It becomes most essential for governmental authorities to develop 
a definite pattern of production and ensuing guides for the pricing 
process. If there are no such guides no individual will attempt to evalu- 
ate his relationship to the war plan and his price policy only results in 
competition for the greatest share of the national income. Wartime, if 
any time, should provide the most rigid conventions as to price guides 
and especially as to wages, usually the chief cost element of all indus- 
tries. A cost-of-living control hardly provides any such rigidity; in fact, 
it is self-spiraling. The only true rigidity comes from a vlan of war 
production; on this front, England’s pattern for war output affords us 
food for thought. 

The balanced war economy should prevent the appearance of liquid- 
ity premiums and of elastic price expectations, and a stability of values 
for corporate shares, land, real estate, storable commod ties, and simi- 
lar assets will be the order of the day. If it is not r * sible politically 
to establish a balanced war economy, it is then neces.iry to introduce 
control over trading in such assets, for the inflation of their values will 
only add to the growing pressures upon the price system. 
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IDEOLOGY AND THE UNIONS 


By Jack BarBaAsH* 


There has been a tendency among economists and others who have 
concerned themselves with writing about labor movements to establish 
the ideological factor as the starting point from which their generaliza- 
tions about labor organizations have proceeded. For the most part such 
approaches have stemmed from Robert Hoxie’s pioneer thinking in 
the field. There is no need at this time to discuss these variations on 
the original Hoxie theme, except to say that essentially these variations 
boil down to a conception of the existence of two kinds of labor organi- 
zations; namely, conservative and progressive. To a lesser extent struc- 
ture has been utilized conceptually as a determining factor in interpret- 
ing union activities. It has been suggested that these classifications of 
union types stimulate some unique insight into the activities of labor 
organizations and accordingly each type has had imputed to it more 
or less distinctive functional characteristics.” 

It is the purpose of this paper to develop in broad terms the thought 
that ideological labels do not fairly epitomize trade union activity 
although they may have some relevance to what may be called the wel- 
fare aspects of union functioning. A corollary purpose of the paper is 
to outline those elements of trade union behavior that are considered 
to be underlying in any general understanding. If this presentation 
constitutes a noticeable departure from prevailing ideas about unions 
it is in the approach to this problem rather than in the development of 
any startlingly new facts. 

This paper is more the outcome of some direct experience in practical 
affairs of unions than it is of any systematic examination of the pri- 
mary sources in the field. Indeed many of the intellectual misconcep- 
tions about the manner in which unions function arise from too great 
a reliance on such sources as provisions of union constitutions and 
public speeches of union leaders, and too little on first-hand examination 
of union day-to-day functions. One further preliminary comment should 
be made. The generalizations and discussion are meant to apply to the 


* Mr. Barbash is Principal Labor Economist in the Office of Labor Production of the 
War Production Board. The opinions expressed are his personal views and do not nect> 
sarily reflect those of the War Production Board. 

*A representative statement is to be found in Daugherty, Labor Problems in Amencon 
Industry, (1938), pp. 312-15. 
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contemporary scene and not to the labor movement, say, before World 


War I. 


Definitions 


By trade union activities, I mean the activities which have an imme- 
diate bearing on wages and hours, working conditions, collective agree- 
ments and strikes. The labor movement connotes for me a broader area 
which includes not only trade union activity but includes as well labor 
organization activities in politics, education, welfare, and insurance. 

The terms conservative and progressive, according to current usage, 
indicate the degree of acceptance of, or sympathy with existing eco- 
nomic institutions. Conservative unions are presumed to be in favor 
of preserving and working within the prevailing economic arrangements. 
The conservative union stereotype takes the form of such functional 
and structural trade union characteristics as craft unionism, central- 
ization of authority, high incidence of jurisdictional disputes, employer 
collaboration as opposed to the frequent use of the strike weapon, an 
aversion to independent political activity, and a relatively lesser degree 
of control over the employer’s normal prerogatives. The term progres- 
sive is used here admittedly as a catch-all designation to cover the 
classification of unions and union leaders whose attitudes range from 
New Deal reform to socialist and communist ideology. Progressive 
unions, according to the traditional stereotype, are described as fol- 
lows: industrial in structure, relatively greater participation of the 
rank and file in the affairs of the union, absence of jurisdictional dis- 
putes, greater recourse to strikes, utilization of independent political 
activity, and increasing control over the business policies of the indus- 
try. The difference between progressive and conservative trade union 
activity, as usually stated, may be synthesized in the phrase “class 
consciousness versus craft consciousness.” 

It should be stressed that my disagreement is with the notion that 
a given ideological characterization of a union or a union leader neces- 
sarily implies a more or less fixed pattern of trade union behavior on 
the part of that union or union leader; or put in another way, I disagree 
with the notion that there exist conservative or progressive stereotypes 
of trade union behavior. I have no objection to using ideological labels 
'o designate adherence to a type of political and economic point of 
View. 

For purposes of analyzing the validity of ideological designations to 
describe a given pattern of behavior, it may be useful to examine union 
functions under four kinds of relationships: 

|. Internal union government. 

2. The relationship to other unions. 
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3. Relationship to employers. 
4. Relationship to government and politics. 


Internal Union Government—Structure 


In the initial organizing stages, the ideologies of union leaders anj 
union organizers will no doubt influence, though not necessarily deter. 
mine, union structure. The influence of ideology on structure is more 
marked when the whole issue of structure appears to be in dispute in 
the labor movement and when there are strategic considerations of 
group alignments underlying the issue of structure. At other times, 
considerations of organizing expediency will be uppermost. The crucial 
questions in this respect are: What structural form will give the union 
the most effective bargaining power? What structural form will make 
the task of getting workers to join the union easier and more certain? 
In the latter connection, it is frequently necessary to take into account 
immediate circumstances of race, religion, skill and geography among 
other factors, in setting up the structure of a union. Under the drive 
of these compelling pressures ideology, even if it exercised some initial 
influence, is subordinated or submerged in the interest of expediency. 

For some reason which it is not easy to discern, the element of union 
structure has been given disproportionate emphasis in explaining the 
course of trade union activity. In recent times the tendency to explain 
the C.I.0. and A.F. of L. controversy as fundamentally a conflict of 
ideas about structure is an illustration of the importance which has 
been attached to this element. Actually the issue of structure; that is, 
the alleged conflict of craft and industrial unionism, has been a rational- 
ization of disagreements over power, position and influence in the 
American labor movement. In this connection it is possible to see now 
that the ambitions of Mr. John L. Lewis as an individual have had a 
great deal more to do with the beginnings of the C.1.0. than may have 
been at first realized. It is likely that if Mr. Lewis had not been on 
the scene to lend his great personal qualities the C.1.0. might not 
have come into existence. This is not meant to set up Mr. Lewis 
as either a praiseworthy or a malicious character. It does serve the 
purpose, however, of illustrating that personal aspirations of ind 
vidua! union leaders divorced from considerations of ideology may 
account for important changes that initially are ascribed to disagree 
ment over conflicting ideas of union structures. 

Furthermore, the issue of structure is not as pure as is generally 
thought. There are very few, if any, wholesale industrial unions In the 
sense that they cover every worker in any given industry. Similarly 
there are very few, if any, craft unions in the sense that their jurisdic 
tion is limited to a well defined skill or operation. 

The long history of jurisdictional disputes in the American Feder 
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tion of Labor and the history of the bargaining unit question in the 
National Labor Relations Board representation cases suggest that 


F there is no generalized attachment to structure as such, but that a 


union interest in a specific structural form at any given time is a 
matter of expediency and strategy. In National Labor Relations Board 
unit controversies it is probable that the size of the unit which a given 


f labor organization presses for is determined by whether it can win the 


election. So-called industrial unions have in many instances argued for 
a narrower unit when it was apparent that the granting of a broader 
unit would endanger the outcome of an election. So-called craft unions 
have argued for broader units, it would appear, because it was felt that 
they could be successful in winning an election on that basis. 
Imputing primacy to the issue of structure frequently overlooks the 
fact that a labor organization may be nominally craft but because of 
its activities in consort with other so-called craft unions has the effect, 
for bargaining purposes at any rate, of functioning, in reality, as an 
industrial union. Illustrative of the unity of action which may be 
achieved by the so-called craft unions is the joint action in the printing 
trades through the medium of the union label and in the building trades 


| through the building trades councils. 


Generalized arguments about the superiority of one structural form 
in contrast to another make no special contribution. Structure if at all 
a factor is but one among a host of factors which determine the effective- 
ness of union organization in specific situations. 


Internal Union Government—Democracy 


The extent of participation in union affairs by the rank and file of 
membership is another index of the character of trade union activities. 
There is no discernible relationship between the existence of a more or 
less permanent office-holding group and ideology, to analyze one aspect 
of inner-union democracy. More and more, unions are becoming mass 
organizations with complex functions. These functions demand experi- 
enced specialists. It is possible to list some of the other factors which 
encourage the development of permanent office-holding groups. The 
power and prestige that accrue to union officers tend to make office- 
holding more desirable and return to the job less desirable. Many union 
officers in the course of a long period of office-holding tend sincerely to 
associate the welfare of the organization with their own continuance in 
office. Further, the perquisites of union office tend to establish the 
wherewithal for the perpetuation of special group organization and 
control in the union. In more evangelical stages of union organization, 
attempt is made to limit terms of office but such restrictions are invari- 
ably dropped later. 

Permanent office-holding is not necessarily bad, just as permanent 
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office-holding in a corporation is not necessarily bad. Manifestly 
whether it is good or bad depends on whether the office holders are 
competent or incompetent, dishonest or honest, and a series of othe ] 
considerations none of which is necessarily related to systematic phi- 
losophy. 

Further on the problem of the participation of the rank and file, i 
should be noted that experienced union leadership has frequently saved 
an organization from the destructive extremism which the rank and fik 
would commit it to. It isn’t true that, in the progressive unions as we 
commonly know them, the leadership acts as a drag on what is sup. 
posed to be the beneficent tendencies of the rank and file. 

Inner-union democracy or the lack of it is not the exclusive pos 
session of any given ideological type. In the avowedly communis 
controlled trade union there are charges made frequently of suppres- 
sion of rank and file participation in union meetings just as there are 
charges of such suppression recently aired among the hod carriers. 

Factionalism as another aspect of union democracy frequently does 
have its genesis in ideological differences. As the factional differences 
become deeper and more bitter the tactics utilized will frequently have 
no basis in differences in ideology. In the course of the factional con- 
flict, however, the tactics as such are essentially unprincipled not in 
the sense that they are necessarily dishonest but in the sense that there 
is no special sanction for such tactics in any ideology. Factional 
conflict is just as likely to occur without motivation in ideological dit- 
ferences. The practical workings of such factionalism are not appre 
ciably different from those which are generated by differences in funds- 
mental beliefs. 


Relationships with Other Unions 


The jurisdictional dispute is perhaps the most prominent aspect of 
this relationship. Disputes over jurisdiction exist among unions whether 
they are craft or industrial, whether they are labeled as progressive 0" 
conservative. In fact, they exist anywhere in which control or special 
interests are threatened. Jurisdictional disputes take place between 
locals of the same international unions, between international unions 
even if they are nominally industrial unions. The incidence of inter- 
union disputes, however, is probably greater where the jurisdictional 
unit is more narrowly defined. 


Relationships to Employers 


The feature of this relationship which offers the most revealing facts 
is the collective agreement. The collective agreement as 4 — 
in employer-employee relations is a widely accepted feature of umiom 
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inifestly, of all shades of professed ideology. There is no union of any conse- 
ders are quence which objects to the collective agreement as a matter of prin- 
of other ciple. 

atic phi- The student must necessarily concern himself not only with the 


contents of the collective agreement as such but the manner in which 


d file, it it is enforced. The collective agreement analyzed in this way becomes 
ly saved the focal point through which all of the stresses and strains of the 
and file employer-union relationship are displayed. The collective agreement 
1S aS We is consequently not only a written document, it is also the manner in 
| is sup. which disputes under it are settled in the shop and factory. Further- 
more, it is the way in which its provisions are administered by the busi- 
ive pos- ness agents and shop stewards. 
munist- In this sense it is extremely profitable to observe the allocation of 
suppres- rights between the employer and the union. For example, the extent 
ere are to which union tactics as a matter of fact impinge on the employer’s 
iers. freedom to make the ordinary business decisions with regard to prices, 
tly does distribution, output, and manpower utilization, is of crucial importance 
‘erences in understanding the functioning of American unions. It is this union 
ly have control more than anything else that is a reflection of the power and 
val con- strength of the union. The essential ingredient of such control is the 
| not in union’s ability to dominate the labor market and to prevent the em- 
at there ployer from making satisfactory alternative choices of labor supply on 
ictional terms more advantageous to him. Occasionally control is also enforced 
cal dif- through influence over distributive channels or sources of component 
appre: materials. It is not apparent that conservatism or progressivism has 
funda- any vital bearing on this aspect of union functioning. Militant state- 
ments, concepts of worker control of economic policy, it should be 
stressed, are not substitutes for this essential ingredient of organized 
strength. 
pect of 
shether Relationships to Employers— Strikzs and Violence 
sive or By and large, unions of all complexivus attempt to avoid strikes. The 
special plain fact is that strikes dissipate union energy and resources. Union 
etweel leaders realize that strikes, in order to accrue to the benefit of the 
unions organization, must be successful. Permanent organizations of trade 
"inter unions are not built on lost strikes or on frequent strikes. Consequently, 
ctional the strike as a living symbol of the conflict between workers and em- 
ployers has ceased to have any significance. 
Nor can violence in strikes be explained in terms of ideclogy. General 
observation of the course of strikes leads one to believe that violence, 
g facts whether employer or union instigated, is more the outcome of the 
unique Specific social and economic context in the community than it is of 
unions any acceptance of violence as a preconceived technique in industrial 
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relations; that is to say, union leaders except under the most extraor- 
dinary circumstances do not think of violence as a systematic plan 
of action. Conversely the belligerent employer, of the kind revealed in 
the proceedings of the LaFollette investigation, tends to be indiscrimi- 
nating with regard to the ideological complexions of the labor organiza- 
tion against which he uses tactics of coercion, espionage, and terrorism. 


Relationship to Government and Politics 


All unions find it necessary to engage in some form of political 
activity. The differences over tactics, in the utilization of government 
and of political machines for immediate union objectives, are between 
those who do it and don’t rationalize about it or impute long-range 
motives, and those who participate in such relationships but impute 
some philosophical objective. Put more specifically, one group of unions 
will maintain political lobbies in the legislative halls or will have inter- 
mittent connections with local and state political machines and will 
regard this procedure as ordinary run-of-the-mill union activity. The 
other group of unions will go through approximately the same routine 
more vigorously, with somewhat more articulate notions of goal and 
objective; all of which will be labeled frequently as independent politi- 
cal action. This latter group will tend to frown, at least openly, upon the 
more pedestrian political alignments. In actual practice where the 
exigencies of a local situation demand it, they will not hesitate to make 
even these types of political alliances. There seems to be no current 
disposition on the part of the progressive unions to utilize independent 
political action to secure national political power. 


Non-Trade Union Activity 


The progressive or conservative label is of much greater significance 
in political activity which is not related too immediately to day-to-day 
union functioning. Conservative unions will tend to limit their support 
consistently to candidates of the two major political parties. The pro- 
gressive unions will support occasionally and even frequently “third” 
parties. 

Workers’ education as a method in developing the social awareness 
of union membership is more frequently carried on by the progressive 
unions than by the conservative unions. The belief that a union member 
must be given more than improved working condition is relatively 
more widespread among progressive unions whose leaders stem from 
progressive and radical backgrounds. Conservative unions tend to be 
indifferent or cynical about encouragement of education within their 
own membership. 

Progressive unions will tend to be more articulate about broad public 
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and humanitarian causes. They will lend their support to issues involv- 
ing civil liberties, general economic programs, and foreign policy. 


Conclusions 


The use of ideological designations tells us nothing about the way 
in which trade unions function in their day-to-day activities as unions. 
In more explicit terms, there is no progressive or conservative method 
of conducting a strike or negotiating an agreement; there is no con- 
sistent progressive or conservative pattern of trade union behavior 
which bears any reasonable resemblance to reality. It is submitted that 
trade union functioning can be understood intelligently only in terms 
of the kinds of things unions do rather than the kinds of things union 
leaders say or write. The largest part of this paper has been devoted 
to a suggestive outline of the areas of trade union functioning. 

The reader who has been looking for some standard by which he 
may be able to establish norms of union behavior and a single under- 
lying motivation will not have found it in this discussion. The complex 
of forces (economic and technological organization of industry, personal 
aspirations, secular, cyclical, and seasonal business movements) which 
bear upon union behavior occur in such an infinite number of com- 
binations that it is extremely unlikely that any uncompromising gen- 
eralization will hold up. 

I do venture to formulate what may be called “the working objec- 
tive” of contemporary trade union behavior. I see “the working ob- 
jective” of the trade union as moving in the general direction of control 
over increasing segments of the range of economic decisions which are 
construed as affecting the terms of employment of its members. In 
one case these economic decisions will revolve rather immediately about 
the job itself. In other instances it will be the regulation of trade prac- 
tices in a national market. The size of the area over which control is 
sought is not appreciably influenced by preconceived considerations 
about long-range objectives, nor are practical union decisions made 
in the light of considerations which consistently go beyond the imme- 
diate interests of a specific union. In a vague fashion, it is true that 
ideology may influence the making of a choice among alternative choices 
within the framework of immediate interest. 

Unions do not regard fundamental changes in the capitalistic econ- 
omy as a vital part of their day-to-day activity. There may be intel- 
lectual and sentimental attachments to socialist ideology but such at- 
tachments do not have any important discernible effect on their practi- 
cal Policies and activities as trade unions. Nevertheless, it should be 
indicated to the extent that unions press for increasing control they 
are unconsciously a revolutionary force if by revolutionary we imply a 
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conception involving wholesale shifts of economic power from employ- 
ers to groups of workers. There is nothing inevitable or automatic in 
this process of transfer of power. Sporadic retreats and advances by 
both may cancel out concerted movements in any uniform direction. 
Ideological attachments have some bearing on the honesty and devo- 
tion with which union leadership approaches its practical problems. 
Leadership which has rationalized unionism as part of a broader pro- 
gram of social reform has been less prone to engage in dishonest prac- 
tices. Indeed, the genesis of union organization in many industries is 
inextricably intertwined with the goals of social betterment which have 
activated its proponents. Moreover, there can be no denying of the 
fact that union leaders and members because of their acceptance of or 
adherence to an ideology have frequently persisted in the task of organ- 
ization when considerations of individual gain have dictated otherwise. 
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Taussig on “International Allotment of Important Commodities” 


On October 24, 1918, Dr. F. W. Taussig, who was then chairman of the 
Tariff Commission, addressed a letter to President Wilson enclosing a ““Mem- 
orandum on the International Allotment of Important Commodities.” He 
wrote that, while he hesitated to take the initiative in submitting suggestions, 
he was impelled to do so by his “conviction of the desirability of the proposed 
action, and of its importance toward minimizing the tension under which the 
world must be during the period of transition from war to peace.” The 
memorandum, made available by members of the Taussig family, has not 
previously been published. It is so pertinent to present-day discussions that 
a reader who failed to notice the 1918 date might suppose that it had been 
written in 1943. The full text is therefore offered below, followed by excerpts 
from certain other documents which are interesting in the same connection. 


MEMORANDUM ON INTERNATIONAL ALLOTMENT 
OF IMPORTANT COMMODITIES 


1. As soon as steps pointing to an early peace have been taken—in- 
deed in the course even of the tentative steps now being taken—there 
will be trade disturbance and commercial speculation, reflecting the 
changed conditions of demand, of transportation and of price, which 
peace is expected to bring. There will be speculative advances in many 
commodities, speculative reactions, unsettled and feverish conditions. If 
international as well as domestic competition for the important com- 
modities is left to take its own course, most undesirable trade conditions 
are likely to come. This applies more particularly to such commodities 
as cotton, wool, copper, tin, rubber, sugar, coffee. 

2. I am convinced that the sound policy to follow is that of a regu- 
lated distribution, or allotment, of commodities of this kind, by inter- 
national arrangement. There should be a central Board of Control and 
Allotment. At the head of that board should be a person of distinction, 
and, at the same time, one in whose impartial spirit there is general con- 
fidence. There should be on the board representation of allies, neutrals, 
and the present belligerents. Underneath that board, and acting under 
its supervision, there should be committees for the several articles. The 
make-up of the committees would not be the same for the different 
articles; their membership should be arranged with regard to the control 
of the commodities by the different countries. The United States, for 
instance, has a dominant position in cotton, Great Britain a dominant 


*,... memorial article on Professor Taussig by Redvers Opie in the Economic Journal, 
ol. $1 (June-Sept., 1941), p. 262, called attention to the memorandum and summarized it. 
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position in tin. The committees should be made up of persons conversant 
technically with the several industries; whereas the Board of Control 
should be made up of persons of good general judgment and established 
repute. 

Such an arrangement already exists for tin, and something of the sort 
is accomplished for sugar through the existing Sugar Equalisation Board, 
Something of a similar nature is also in effect for grain, through the 
Grain Corporation and the Wheat Export Company. 

An important principle in the matter of allotment should be that, 
once the Central Powers have acceded to satisfactory conditions of peace, 
they shall be accorded their reasonable share. 

3. It is not necessary at the present stage to establish definitely such 
an organisation as is here tentatively outlined. But it is highly desirable 
that the United States should now state its adhesion to the main princi- 
ples involved—namely, international allotments in place of unbridled 
competition, and inclusion of the present enemy countries in the plan. 
The Government of the United States should now intimate to its allies 
its expectation of proceeding on some such plan. I am informed that as 
regards one important commodity, copper, a technical representative of 
the War Industries Board is going abroad within a few days, for confer- 
ence regarding the future distribution of that metal. If the administration 
is prepared to adopt the principles here stated, that representative should 
have information and instructions to that effect. 

4. All this concerns only the period of transition. It should be indicated 
that the plan is to be in force for a brief period only—say for a year's 
season (whatever the season or period may be) for each of the com- 
modities concerned. 

5. The plan does not necessarily involve price-fixing, but it does look 
to a stabilisation of prices. In the case of some commodities we have 
already settled prices; sugar, for example. In the case of cotton the very 
fact of international allotment would serve to have a stabilising influ- 
ence and thus possibly obviate the need of fixing prices. Conditions are 
different, however, for different commodities. The essential point is the 
establishment now of a general policy of international allotment, on terms 
fair for all the world, allies, neutrals and enemies. 


President Wilson replied to Dr, Taussig that he had “at once arranged, in 
order that the matter might have the most serious consideration, to have 
Messrs. Hoover, Garfield, McCormick, and Baruch draw up a memorandum 
covering the points” which Taussig had raised.? I have been unable to trace 
any such memorandum, but Mr. Hoover, one of the officials to whom Presi- 
dent Wilson referred Taussig’s suggestion, had already written to the President 
“arguing strongly against the proposal which had come from some quarters 
for international control of world distribution after the war.”* 

A week -fter the date of Professor Taussig’s letter (October 30, 1918) 
Mr. J. P. Cotton, a London representative of the United States Food Admin- 
istration, telegraphed a summary of discussions which had been held in Lon- 
don by representatives of the various economic agencies of the Allied gover- 


*R. S. Baker, Woodrow Wilson, Life and Letters, Vol. 8, p. 552. 
* Ibid., p. 510; see also pp. 549-50. 
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ments on the control of food, credit, and raw materials during the reconstruc- 
tion period. He informed the Food Administrator, Mr. Hoover, that the 
permanent representatives of the Allied Maritime Transport Council and the 
Food Council had agreed on a statement that supply arrangements after an 
armistice should be “through the existing Allied organization of the Food 
Council and programme committees, etc., who would within the limits of the 
authority allowed them determine [needs?], guaranties, sources, terms, and 
conditions ... , and to make this control effective they consider it essential 
that all German and Austrian merchant vessels should be placed under the 
direction of the Allied Maritime Transport Council.” The telegram continued: 

It would in their view be disastrous if either neutral or enemy countries were able to 
go into the markets and purchase supplies required for the vital needs of the Allies in 
competition, but without codperation with the Allies, the result of such action being 
necessarily the entire dislocation of the general economic position now prevailing with 
disastrous results to the civilian population of both Allied and neutral countries. To avoid 
this result it appears essential, first, that the large block of enemy tonnage now idle in 
enemy or neutral ports should be brought into use; and secondly, that it should be used 
under Allied direction and in accordance with a general Allied plan. . 


{hese recommendations had been unanimously adopted. The statement went 
on to say that the same considerations would appear to apply to raw materials 
and other commodities generally, and that persons representing the com- 
modity interests involved appeared to be in full accord. 

In answer to the telegram from Mr. Cotton, Mr. Hoover sent a message on 
November 8, 1918, which read in part as follows: 
This Government will not agree to any programme that even looks like inter-Allied con- 
trol of our economic resources after peace. After peace over one-half of the whole export 
of food supplies of the world will come from the United States and for the buyers of 
these supplies to sit in majority in dictation to us as to prices and distribution is wholly 
inconceivable. The same applies to raw materials. Our only hope of securing justice in 
distribution, proper appreciation abroad of the effort we make to assist foreign nations, 
and proper return for the service that we will perform will revolve around complete 
independence of commitment to joint action on our part.’”* 


Mr. Hoover in the same telegram suggested a relief commission patterned 
alter the Belgian relief organization. Such a European relief commission 
would “above all” prevent “the extension of the functions and life of Inter- 
Allied Food and Maritime Councils either now or after peace.” Secretary of 
State Lansing, in transmitting Hoover’s message, added that the Department 
of State entirely approved the policy thus set forth. Similar views were also 
eld by Secretary of the Treasury McAdoo and by Bernard M. Baruch, This 
became the official American attitude and, mainly, although not wholly, be- 
cause of American influence, inter-allied shipping and commodity controls 
were scrapped immediately after the Armistice.® 


‘Foreign Relations of the U.S., 1918, Suppl. I, Vol. I, pp. 615-16. 

*Ibid., pp. 616-17. 
_ ‘Anyone studying international raw material issues and their handling in the period 
‘mmediately after the First World War should not fail to read the many pertinent and 
illuminating documents in Foreign Relations of the United States, 1918 and 1919, includ- 
ing the documents on Food Relief in the recently published (1942) papers of the 1919 
series, Paris Peace Conference, Vol. II. 
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The same issues which Professor Taussig called to the attention of Pres. 
dent Wilson a few weeks before the Armistice of 1918 are being discussed 
again in 1943. This time, previous experience is being cited. The view appears 
to have gained wide acceptance that it was a mistake to abolish the wartime 
controls so suddenly after the last war. The result was a scramble for short 
supplies, which brought sharp increases in prices and led to wasteful at 
tempts by producers, handlers, and users to hold large inventories in anticipa. 
tion of further price rises. This, of course, further intensified the general short. 
age. The people in war-stricken areas, who had the direst needs but the least 
ability to compete in a sellers’ market, found it difficult to get the materials 
required to re-start their production, Everywhere complaints were heard of the 
shortage of raw materials. It was one of the principal topics of early post-war 
conferences on international economic questions. The first meeting of the 
International Labour Organization (November, 1919) and the first meeting 
of the International Chamber of Commerce (June, 1920) debated raw mate. 
rial allotment. The Council of the League of Nations at its tenth session 
(October, 1920) set on foot an inquiry into the difficulties experienced by 
many countries in securing the imported materials which they needed, 

Suddenly, however, the boom ended, and the raw material situation re- 
versed itself. Before the expert engaged by the League had finished his report, 
prices had slumped disastrously. As the report put it: 


Accumulated stocks are vainly waiting for orders from purchasers. . . . Under the pres- 
sure of holders of stocks, the richer States have gradually come to abandon, or at least to 
limit, the policy of restrictions and of export duties. . . . The decrease in prices is causing 
holders of stocks to place them upon the market at a very low price . . . while consumers 
are waiting for still more favorable purchasing conditions. . . . It is now the nations 
which export raw materials and foodstuffs that feel some anxiety, as they see production 
stagnating and unemployment becoming threatening.” 


Professor Taussig’s warning that if, in the post-war transition period, “inter- 
national as well as domestic competition for the important commodities is 
left to take its own course, most undesirable trade conditions are likely to 
come,” appears to have been justified by events. Of course, one cannot ascribe 
the post-war boom and the depression entirely to an overly hasty release of 
raw material controls. But it does seem clear that the almost immediate drop- 
ping of these controls, before there had been time to make a transition from 
war to peace conditions, did open the way for a sudden rise of important 
commodity prices, followed by an equally sudden fall, and for a generally 
hectic supply situation which worked to the detriment of both producers and 
consumers. 

These events of twenty years ago doubtless are in the minds of those who 
argue today that we must take care not to release controls too suddenly after 
this war. In a statement on February 28, 1943, the American member 0! the 
Combined Raw Materials Board, Mr. William L. Batt, predicted that the 
raw materials problem, serious as it is during the war, can become even greater 


"League of Nations, Report on the Problem of Raw Materials and Foodstuffs, by Pro- 
fessor Corrado Gini (August, 1921), pp. 17-18. 
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in the post-war period.’ Positive action to bring about an orderly utilization 
of world supplies will continue to be necessary. Said Mr. Batt: 

There will be greater confusion of demand when the war is over. 

At the present time, we are confronted with only a limited number of purchasers of raw 
materials and there is limited shipping capacity to carry what is available. When the war 
ends, there will be a scramble by all nations for available supplies in order to restore their 
economies to a peacetime basis as speedily as possible. 

Experience after the first World War has shown that such a scramble can result in 
complete demoralization of supply, price, and other factors in a peace-time economy. It is 
impossible to see how such a situation can be met unless through some form of combined 
machinery. Existence of the Combined Raw Materials Board might contribute substantially 
to the solution of this important postwar problem.” 


It will be noted that continuation of the Combined Raw Materials Board 
and others of the Combined Boards into the transition period at the end of 
the war, while it would be in line with Professor Taussig’s general position in 
favor of gradual de-control, would differ from his proposal in several im- 
portant respects, The most important relates to the representation on the 
control authority. At present, only the United States and the United King- 
dom are directly represented on the Combined Boards (except that Canada 
has been given a place on the Combined Production and Resources Board). 
Allotment by the Combined Boards, unless their membership should be ex- 
panded, would not meet Taussig’s desire for a broadly international arrange- 
ment. His plan contemplated representation of consuming as well as supply- 
ing countries on the central board of control and allotment which he pro- 
posed. Under this central board he wished to have committees on different 
commodities, and on these committees representation would vary in accord- 
ance with the commodity positions of the different countries. 

Washington, D.C. 


"The occasion was the release to the press of the “General Report on the Work of the 
Board for the First Year of Operations Ended January 26, 1943.” The Combined Raw 
Materials Board, in the words of this report, “was set up on January 26, 1942, by de- 
ison of the President of the United States and the Prime Minister of Great Britain, ar- 
rived at during the latter’s visit to Washington at that time. The Board consists of two 
members, Mr. W. L. Batt, Vice Chairman of the War Production Board, U.S.A. member; 
and Sir Clive Baillieu, Head of the British Raw Materials Mission in the U.S.A., British 
member, representing the U. K. Minister of Production. It was given under its terms of 
relerence a comprehensive responsibility for the planning of the raw materials effort of the 
‘wo countries, and for collaborating with the other United Nations to insure that their 
‘esources in raw materials were most effectively deployed to assist the common cause. 

“In detail, the Board was directed : 

“"(i) To plan the best and speediest development, expansion and use of the raw mate- 
rial resources. under the jurisdiction or control of the two Governments, and 
make the recommendations necessary to execute such plans. Such recommendations 

™ shall be carried out by all parts of the respective Governments. 

(ii) In collaboration with others of the United Nations, to work toward the best 
utilization of their raw material resources, and, in collaboration with the in- 
terested nation or nations, formulate plans and recommendations for the develop- 
ment, expansion, purchase or other effective use of their raw materials.’” 

: Other combined boards set up in a similar manner are the Combined Shipping Adjustment 
ards, the Combined Food Board, and the Combined Production and Resources Board. 


Office of War Information, advance release, War Production Board 2644, Feb. 28, 1943. 
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Durable Consumers’ Goods and the Prevention of Post-War Inflation 
I 


It has now been proved in practice that, during a war, inflation can be pre. 
vented, or its speed reduced to a very slow rise in prices. The three main instry. 
ments of this policy are (1) price control and rationing of scarce articles of 
daily need like food, clothing, gasoline, and (2) controls over production, 
prices and uses of important raw materials and types of productive equipment, 
and wage control. As a fourth line of defense, taxation and savings campaigns 
provide a limitation of spendable income. Finally, the success of these meas. 
ures is facilitated by the fact that some durable consumers’ goods are not in 
the market at all, and others are becoming available only in quantities small 
enough to be easily handled through direct rationing. 

There is an increasing concern among economists that these policies and fac- 
tors may not continue with the same force or effectiveness in the immediate post- 
war period. After the First World War controls were removed at an early 
stage both in the United Kingdom and in the United States. Consequently, in 
the 12-month period ending in the spring of 1920, the cost of living rose in 
each country at a faster rate than in any period of the same length during 
the war. 

If this course is followed again after the present war, the same forces will 
be ready for action on an increased scale in both countries: a huge volume of 
savings kept largely in liquid form, a delayed demand for durable consumers’ 
goods, and an intensified demand for any sort of consumers’ goods fed by a 
widespread desire to have a good time. In the United Kingdom the problem 
will be aggravated by great destruction and depletion of resources. In the 
United States, on the other hand, the political problem of maintaining the 
required controls may prove to be more arduous. 

In both countries a certain period, varying according to the circumstances, 
will elapse before productive capacity and labor in consumers’ goods indus- 
tries will be assembled and geared to the new tasks. More time will be re- 
quired before these goods become available in quantities corresponding to the 
increased demand. If, as many observers anticipate, the United Nations achieve 
victory in Europe one or two years before the final defeat of Japan, there is 
likely to be a period of partial demobilization, both in Britain and in the 
United States, during which production of consumers’ goods will be some- 
where between its wartime low and a peacetime level. Meanwhile, demand wil 
be stimulated by the feeling that, although the war has not yet been won, !'s 
outcome has already been decided. 

If post-war inflation is to be avoided, it will be necessary to maintain some 
form of control on the relevant transactions and productive processes, until 
the time when a balance of supply and “demand-at-stable-prices” has bees 
reached for the national product as a whole and for its main subdivisions. 
Continuation of the control machinery developed during the war will be the 
first condition for such a policy. For non-durable consumers’ goods this action 
would be sufficient to achieve the objective. But both for producers’ goods and 
for durable consumers’ goods, an extension of the scale and direction of preset! 
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controls would be required. For many of these goods are now being produced 
in very limited quantities, or not at all. Others are only made in types and 
ed for purposes different from those required in peacetime. 

apn The durable goods industries are to a large extent the industries now engaged 
les of in war production. Their cost accounting is therefore already open to in- 


ction, spection by the government, and it should be feasible to extend the “cost plus” 
-. system of price control to cover the main items in the peacetime production 
palgns of these industries. Such price control can of course be successful only if 


meas- 
not in 
smal) 


supplemented by an effective limitation of the quantity of demand. 

For the more important producers’ goods the method of such limitation can 
only be some system of allocation or apportioning of the goods to individual 
enterprises, The post-war fate of each enterprise may depend on the time at 
d fac: AE nich new equipment is installed, so that a method of distribution which 
ee will be considered reasonably fair by the greatest possible fraction of the 

early population is essential. The problem of distributing producers’ goods will, of 
ly, 7 course, be facilitated if prices and quantities of consumers’ goods, including 
othe durables, are effectively controlled. 
luring To obtain a maximum of “fairness” in the distribution of durable con- 
sumers’ goods would require a similar procedure. Individual claims for these 
goods would have to be sifted according to the degree and urgency of the 
need, and would be recognized, as time goes on and production expands, in 
the order of decreasing need. Is such a procedure administratively feasible 
and politically acceptable? Can there be official probing into the relative im- 
portance of the millions of individual needs for homes, cars, refrigerators, and 
radio sets, the satisfaction of which will appear as a luxury to some and as a 
necessity to others? 

Doubts regarding the feasibility of such a course have prompted the author 
to propose in what follows an alternative policy which, at the cost of an 
admitted sacrifice in fairness of distribution, greatly reduces the administra- 
tive difficulties involved—and has other important advantages besides. 

The question of fairness of distribution, however, is a good deal simpler in 
war conditions when the emphasis is on distribution according to needs. In 
peacetime, the traditional principle of distribution in capitalist society is 
ability to pay. More recently there has been a trend toward greater recognition 
of the principle of need. Corrections have been proposed and applied either 
‘rom the income side or by price differentiation as in the food stamp plan. 

The policy outlined below is likewise based on a mixture of these two 
pnneiples of distribution. Opinions differ as to the relative importance to be 
accorded to one or the other principle. It should be stressed, however, that 
any mode of distribution which is less unfair than an extended and accelerated 
inflation would be a major administrative achievement. 


II 


The plan here proposed for the distribution of durable consumers’ goods 
during the period of their scarcity is believed to be economically sound and 
auministratively simple. The author hopes that better minds, besides testing 
that assertion, will inquire into the problem of political feasibility. 
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The plan rests essentially on a distinction between demand arising out of 
recognized need and luxury demand. For the former, wartime standards of 
fair distribution are aimed at; for the latter, the principle of ability to pay 
is adopted. The instrument of this dual policy is a system of price differentia. 
tion which is in a sense the reverse of the food stamp plan of depression years 
(since it is designed to meet just the reverse situation). 

The definition of demand arising from a real need would, of course, be 
given by the administrative practice followed in recognizing such need, 
Obvious cases are returning soldiers who need homes or who require passenger 
cars for business purposes; persons having valid reasons for seeking living 
accommodations in a congested area; doctors and hospitals in need of cars 
or refrigerators. These are primarily cases where the goods technically classed 
as durable consumers’ goods are actually used to perform an essential part 
in a productive process. Further categories of recognized needs could be es- 
tablished with respect to large families, war veterans, sick persons (radio 
sets), etc. 

Persons whose claims to certain goods were thus recognized on the basis of 
need would receive a personal and non-negotiable ration coupon entitling 
them to buy one unit of a certain good. It would be possible where necessary 
to prevent a demand for luxury features in these goods by making the ration 
coupons valid only for the purchase of standard types produced to specifica- 
tions agreed between the industry and the government. 

With the satisfaction of basic needs thus safeguarded, the gradual expan- 
sion of production would leave an increasing fraction of the output of dura- 
ble consumers’ goods available for the satisfaction of “luxury demand.” 
Under the present plan the quantity of this demand would be limited by 
a different method. In a manner described below the government would 
issue successive series of “purchasing certificates,” each certificate author- 
izing the holder to spend a stated amount of money toward the purchase 
of a stated type of good. The prices of the goods sold against surrender of 
these certificates would be controlled in the same way and according to the 
same principles as the prices of goods sold against personal ration coupons. 
It would therefore be possible, on the basis of estimates of the quantities of 
each good becoming available in each period, roughly to equate the amount 0! 
expenditure authorized for each type of good to the sales value (at the 
controlled prices) of available goods of that type. 

The proposed method of issuance of the purchasing certificates is public 
sale by the government to the highest bidder in numerous places in the 
country. Once sold the certificates should be freely negotiable. The emer- 
gence of private dealers in these certificates and the quotation of market 
prices should be encouraged in the interest of effective arbitrage between 
different localities and points in time. To that end, the facilities of the 
organized trade in securities could perhaps usefully be employed. In any 
case, adequate safeguards would have to be instituted against possible at- 
tempts to corner the supply. 

A person desiring to satisfy a luxury demand for a good under the scheme 


| | 
I 
Ii 
sl 
0! 
I 
al 
cl 
al 
T 
F 
p 
(1 
W 
D 
in 
de 
m 
al 
gl 
cr 
in 
of 
Ww 
to 


1943] COMMUNICATIONS 885 


MBER 
yould have to pay an “effective price” which is the sum of two amounts. 


ut of To the dealer in the good he would pay the controlled “money price” of the 
ds of zood. But before being able to do so he would have to buy “in the market,” 
| pay paying a price determined by the market, a certificate authorizing him to 
mntia- spend an amount corresponding to the “money price” of the good. The pay- 
years ment made to acquire the certificate, possibly after allowance for a (some- 
what uncertain and variable) margin for the dealer in certificates, would be 
e, be received by the government. 
need. Before going into the details of this system, its most important advantages 
eager may be set forth, In the first place, the marketing of purchasing certificates 
pang would act as a spending tax finely and automatically adjusted to the intensity 
_ of each individual’s urge to spend. Excess purchasing power would be drained 
assed away from where it is potentially most dangerous; that is, from the hands 
= of those reckless bidders who desire the goods promptly at any price; who 
— would be the prime movers of inflation in the absence of all controls, or the 
radio mainspring of black market activities under more direct methods of control. 
For this reason alone the scheme here proposed would already be a more 
is of powerful anti-inflation policy than the direct allocation of all durable con- 
itling sumers’ goods in short supply. The latter procedure leaves at large an amount 
a of “dangerous money” which would now be transferred to the government. 
—ae Indeed, under the present plan the “inflationary gap” would be closed 
ifica- automatically as far as goods under the scheme are concerned. 
The second advantage has to do with buyers’ reactions to expected price 
_ changes. In an inflationary boom such as is likely to develop in the absence of 
dura- all controls, demand is reinforced by the fact of continually increasing prices. 
vl The policy that combines price control with complete allocation of all dura- 
d by ble goods in short supply is neutral in this respect. That is, as long as 
vould people expect that policy to be successful, claims are not handed in on the 
tthor- (unavowed) motive of an expected rise in prices. The present plan, however, 
a would provide a definite incentive to defer intended purchases of durable 
er : goods. With proper explanation of the plan, it should be possible to convince 
O the prospective buyers that the long-term trend of purchasing certificate prices is 
- in their favor. 
en Various soundings of public opinion show that the danger of a post-war 
ihe depression, although in reality more distant in time, is prominent in peoples’ 
minds, In the face of the further increase in productive capacity brought 
about through the war the public would therefore have faith in an official 
guarantee that successive issues of purchasing certificates will gradually in- 
crease in total amount of expenditure authorized. The policy would be to 
oe increase the total nominal amount of issues pari passu with the production 
soni of goods until the price of certificates had fallen to zero—at which time both 
| the price and quantity control could be removed. 

The plan thus provides for its own automatic termination at the time 
when the great reserve of spending power accumulated through war savings 
will have ceased to be a danger to itself and will have become a benefit 
‘o the economy as a whole as well as to its holders. 
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III 


A few technical problems that would be encountered in the execution of 
a plan as presented above may now be briefly explored. 

1. The first problem is how to fit each issue of certificates for a certain 
type of good to the quantity and variety of that good expected to become 
available. It would be desirable to issue successive series at regular intervals, 
say monthly, but to make certificates in any particular series valid for 
purchases at any time after the stated initial date of validity. The over-all 
downward trend of certificate prices would generally be a sufficient deterrent 
against the hoarding of certificates. The omission of a cancellation date 
for the validity of certificates would therefore prove useful in cases when 
the production of a good in a given month fell short of the level anticipated 
in the amount of purchasing certificates issued. In the opposite case where 
production proved greater than anticipated, sales of certificates could always 
be increased quickly. 

Purchasing certificates for each initial validity date should be issued in a 
variety of amounts of authorized expenditure, adjusted to the type of good 
in question. Purchase of a good under the scheme would require surrender to 
the seller of purchasing certificates to a nominal amount within five per cent 
(or any other suitable percentage) of the (controlled) money price of the 
good, in order to give a certain latitude for variation in dealers’ margins. The 
government would collect certificates from dealers or manufacturers, who 
would be subject to accounting control on the quantity as well as on the price 
of their sales. However, the manufacturer could well be left free in the design 
of the goods sold against negotiable purchasing certificates; first, because it is 
recognized that the goods would satisfy a luxury demand; secondly, because 
certificates would be written in terms of money rather than units or quantities. 
For the latter reason, the purchase of a higher priced good of a given type 
would require a greater original outlay to acquire the higher nominal amount 
of purchasing certificates—a circumstance which would have an additional 
deterring effect on the demand for extravagant features. 

Special provisions would have to be made for the sale of homes, if these 
were drawn within the scope of the scheme. Certificates would specify the 
general area in which the home is to be located, and sales would need to be 
held in that area only. 

2. The next question requiring discussion is whether the trade in certifi 
cates might give rise to wild speculation. It would seem that speculative rises 
in certificate prices could not be maintained for long when amounts issued 
are increasing and are known to be subject to further increase in the future. 
Moreover, should a speculative boom in certificate prices come about tet 
porarily, this would not have nearly the full inflationary consequences of a 
comparable boom in stock prices or in the values of land. For there would be 
no large initial holdings of certificates such as there are holdings of stocks 
or real property. The speculative gains which might again affect demand 
would therefore be limited to those who hold certificates for resale, or ar 
induced by the boom to resell rather than use the certificates. At the same 


price 
lesign 
e it is 


cause 
tities. 

type 
nount 
tional 


these 
y the 
to be 


ertifi- 
rises 
ssued 
iture. 
tem- 
of a 
iid be 
tocks 
mand 
yr are 
same 


1943] COMMUNICATIONS 887 


time, a temporary speculative rise in the price of certificates would increase 
the amounts of purchasing power withdrawn by the government through the 
sale of new certificates, and thus counteract the limited inflationary effect 
of the boom in certificates. “Bearish” speculation could of course arise over 
longer periods if transactions in certificates for future delivery are permitted, 
but the inflationary consequences of such a phenomenon would be limited. 

3, Another problem is created by the existence of second-hand markets in 
many durable consumers’ goods, The introduction of the proposed plan would 
offer a windfall money profit to those already in possession of the types of 
goods in question and willing to part with them. It is inevitable that a penalty 
on the prompt acquisition of a good also constitutes a premium upon its 
prompt surrender. (The only way to avoid such windfalls, if that were thought 
desirable, would be the establishment of complete control over transactions 
and prices in the second-hand market.) 

Administrative precautions would have to be taken, however, to ensure that 
those who acquired goods against personal ration coupons on the basis of 
recognized need would not resell at a profit. Strict limitation of the issuance 
of ration coupons to cases of definitely established need would be the first 
safeguard against such an occurrence. For this reason the issuance of non- 
negotiable ration coupons could be liberalized only gradually as certificate 
prices in the open market became lower. Resale of goods acquired because of 
proven need should further be made subject to license, with compulsion upon 
the seller to require a purchasing certificate from the buyer, thereafter to be 
turned in to the government. It would be necessary to have occasional sample 
inspections made to certify the continued possession of goods by those owners 
who acquired them on the basis of need, a procedure that would be simplified 
if goods obtainable on that basis were standardized in type, Finally, any 
applicant for a ration coupon skould prove to the satisfaction of the rationing 
board that he had not recently sold the good he is applying for. 

Apart from the foregoing case of resale, it would probably not be practical 
(o prescribe that in other second-hand deals a purchasing certificate is handed 
to the seller. If second-hand sales were left entirely free, the second-hand 
price would be determined by buyers and sellers in relation to the “effective 
price” of the same good sold new. The second-hand price could thus very 
well exceed the controlled “money price” of the new good, and would also be 
more variable. This circumstance might prove an obstacle to that general 
understanding of the plan which is a condition for its success. As much as 
possible the notion should be sustained that durable goods prices are funda- 
mentally under control, and that the access to these goods is only temporarily 
made difficult by special devices. 

It might therefore be useful to prescribe that dealers should quote “basic 
prices” for second-hand goods which would correspond to the “money prices” 
of new goods. The purchaser would then be required, besides paying the “‘basic 
price,” either, as in the case of new goods, to hand to the seller a purchasing 
certificate authorizing the expenditure of the amount of the “basic price,” 
°r, at his option, to make a further payment equal to the market price of such a 
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certificate. Under this system the “basic price” of a second-hand good would 
without further control have a natural relationship to the controlled “money 
price” of the same type of good sold new. 

4. The last point concerns the difficulties of distinguishing between cases 
of recognized need and cases of luxury demand. In reality there is of course 
quite a scale of intermediate cases, and a certain amount of hardship will be 
wrought on those who just miss the qualifications for receiving personal ration 
coupons. Two ways of giving relief in such cases present themselves, The first 
possibility is a gradual liberalization of the principles of recognizing personal 
need, at a pace made possible by the decline in purchasing certificate prices. 
In this case persons with intermediate degrees of need would only have to wait 
a little longer in order to be permitted to buy at the controlled prices, The 
second and more refined procedure would be the issuance without charge of 
personal and non-negotiable purchasing certificates authorizing expenditure 
of a certain part of the price of the good that is needed to a recognized degree. 
By this and similar devices, greater flexibility can be given to the plan. 

TJALLING Koopmans 

Arlington, Va. 


Maintaining Full Employment 

The recognition of the present “inevitability” of depressions in the free 
enterprise system, coupled with the fact that the individual enterprise is the 
unit of productive decision and the focal point for distributive decision, points 
to the conclusion that as an economy we are doing one of two things: (1) 
either necessary changes in the environment in which the business enterprise 
operates are being neglected; or (2) necessary changes in the legal framework 
of the business enterprise to adapt it to the existing environment are being 
neglected. 

In the free enterprise economy the automatic interaction of enterprises is 
depended on to bring about adjustment and maintain full activity in the 
economy. But adjustment is stifled at its source by the legal framework o! 
the business enterprise which allows a discard of workers without any regard 
for the ability of the workers to shift their services to other enterprises. In 
order to maintain full activity in the economy, enterprises must be designed 
to recognize the fact that workers are not shifted immediately by the process 
of placing them in the ranks of the unemployed. Ignoring the lack of ability 
on the part of discharged workers to shift immediately relegates the workers 
to idleness, which in turn forces other enterprises to discard some of their 
workers, and does not contribute to an orderly redistribution of effort. It 
appears, therefore, that the legal framework of the business must be changed 
with particular reference to the ability of the enterprise to discard immediately 
its unwanted workers. 

The following statement of a general proposal is, in my opinion, a propt' 
method to employ in adjusting the enterprise to the environment. 


1. The enterprise must be obligated legally to pay for, and to have the 
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right to use, the services of the people it employs until those people move to 
other enterprises. 

The burden of the cost of this change in enterprise rights must be borne 
jointly by all elements of society, including government. 

2, The major elements of the machinery needed to carry out the above 
change are as follows: 

a. A law stating the responsibility in the contract of employment. 

b. An insurance fund to which all elements of the society contribute, 
and from which enterprises draw liquid funds when such funds are 
needed to fulfill the financial responsibility called for by the proposal. 

c. A designation of enterprises that need the insurance benefits, the 
designation to be based on a precise definition of out-of-pocket losses. 

d. A centralized employment service to determine and contribute to the 
shiftability of people that are subject to discard, and to determine 
those individuals that need special training or other special considera- 
tion. 


The procedure of operation of the proposal would be simple. If any enter- 
prise wished to discharge workers it would notify them and register them with 
the nationwide employment service, but the enterprise would continue to pay 
the workers and to have the use of their services. The employment service 
would then proceed to submit openings in other enterprises to the workers 
listed with it. Since all workers do not like to move, a certain limit must be 
set on the number of openings that can be refused; if the number is exceeded 
the worker is discharged and is on his.own resources. If the government so 
desires, it can set limits on the salary reduction a changing worker can be 
forced to accept, or it can provide training schools or allowances for those 
with obsolete skills. It might even provide moving allowances. 

In the meantime, the business enterprise would be paying for and using 
some employees that it would rather not have. The business enterprise that 
wished to discard some of its workers in order to reduce production might be 
‘aced with losses during the time that it was prevented from taking such ac- 
tion. Indeed, any enterprise in such a position might find itself in grave diffi- 
culties as one of its main elements of adjustment toward profitableness is no 
longer present. No enterprise could continue under such conditions indefi- 
nitely; and in many cases, where labor is a very large element in cost, the 
enterprise would face an immediate and rapid loss of liquid funds. To meet 
this eventuality, the enterprise would draw liquid funds from the insurance 
‘und as soon as out-of-pocket losses occurred.? In other words, as soon as the 
amount of money disbursed in production and distribution exceeds the income 
‘rom sales, the enterprise applies for insurance payments in an amount cor- 


"There is no intent to apply this restriction to those individuals that the enterprise 
wished to discharge for inefficiency or insubordination. The restriction would apply only 
to those individuals that the enterprise wishes to discharge in the interests of a change or 
contraction in production. 

2 
_ Out-of-pocket losses are not to be construed as including interest payments or depre- 
Cation or other expenditures in capital control. 
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responding to the lesser of (1) the total amount of the salaries or wages of 
the workers listed to be discharged, or (2) the total amount of out-of-pocket 
losses. The payments from the fund will enable the enterprise to meet jts 
current obligations and continue as a producer. As the employees move t 
other enterprises the amount of the payments will be reduced. These pay- 
ments will not provide for the long-term needs of the enterprise for deprecia- 
tion and for capital remuneration, nor is it the intent of the proposal to do so, 
any more than such a provision exists at the present time. The purpose of the 
payments is the continuance of the enterprise during the period of time that is 
required to move unwanted employees to other enterprises, When out-of. 
pocket losses disappear or the listed employees move elsewhere the enterprise 
will be left to provide for itself the funds needed for its continued existence: 

The fund from which the payments would be made to enterprises would 
be a national insurance fund, set up and underwritten by the government. 
Contributions to the fund is a matter of governmental preference and opinion, 
and the size of the fund is a matter for experimental determination. The size 
of the fund, however, is not likely to involve the government in serious finan- 
cial difficulties. In the first place, there will be no demand for funds until out- 
of-pocket losses appear. In the second place, except in periods of contraction 
and depression, which the proposal is designed to limit, the number of enter- 
prises in difficulty is not great. And of the enterprises that are in difficulty, not 
many are totally unprofitable; most are partially overexpanded in one way or 
another. 

At first glance, the influences of the proposal on the flexibility of the indi- 
vidual enterprise are not pleasant for the entrepreneur to contemplate, any 
more than the inflexibility introduced into enterprise structure by the need for 
large amounts of fixed and specialized capital is pleasant. Part of the presently 
existing flexibility of the enterprise to make a profit would be removed, and 
to that extent the hazards of business would be increased, However, a good 
part of the need for flexibility would also be removed. Changes in cost and 
demand would continue to occur, and would continue to influence some enter- 
prises to greater profit and others to loss. Such loss influences that did occur, 
however, would be frozen in the enterprises directly influenced until the shilts 
in productive forces demanded by changes and evidenced by the cost and 
demand picture had been accomplished. ; 

In other words, every entrepreneur would have to worry about his relative 


competitive position, but he could cease to worry about the large swings in the 7 


prosperity of the entire economy. The decreased flexibility of the individual 
enterprise would contribute to the flexibility of the entire economy and lave 
the entrepreneur vulnerable to his own mistakes, but it would protect him 
from the major indirect influences of the mistakes of others. 

The interest of the economy is in the flexibility for profit making of the 
business enterprise only in so far as actions toward profit contribute to the 
wants of the people in the economy. At the present time, enterprises in dif 


* There is nothing in this proposal to prevent the business enterprise from nes s 
depreciation reserves or surpluses during its profitable years to enable it to provice 
its long-run capital fund remuneration and capital equipment replacement needs. 
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culty do not contribute to the maintenance of production or employment by 
adjusting to a more profitable position via the channel of a reduction in the 
yse of labor. By such adjustment enterprises contribute to idleness through- 
out the entire economy. The first step in the present enterprise action forces 
some productive elements to become idle; the further influence of this idle- 
ness is more idleness. 

If the ability of the enterprise to reach profitableness by a direct and im- 
mediate discharge of employees is removed the enterprise is forced to use 
other methods. If the enterprise shifts its own production there is an obvious 
benefit to the economy, If a shift in production is not possible the enterprise 
is forced to mark time until other enterprises that are moving in the direction 
of increased profit by expansion can take up the slack of the contracting 
enterprise and so maintain the activity of the economy. 

During the period of “marking time,” the changes that helped some enter- 
prises will have time to react without the cumulative obstruction of the in- 
fluences that would arise out of a decrease in employment and production by 
those enterprises not so favorably situated. During this same period, the 
adversely influenced enterprises will be taking some action to maximize profits 
or minimize losses. If they strive to reduce other costs they are contributing 
in some manner to increased efficiency since the enterprise can save very little 
by not using the productive forces which they are paying, and as the enter- 
prise must continue the purchase of some raw materials for labor to use. 

Likewise any action the enterprise takes toward increased income will be 
beneficial as it will depend on the best use, not disuse, of the existing produc- 
tive facilities. In many cases an enterprise striving to get the most revenue 
out of an overexpanded production, without piling up a tremendous amount 
of inventory, will lower prices. Lower prices will have a further influence by 
enabling present customers to shift some of their expenditures and thereby 
tend to increase the ability of other enterprises to take listed employees. In 
other words, under the proposal the enterprises in difficulty will, in many 
cases, take action toward increased profitableness that will be direct or in- 
direct influences to a redistribution of effort in the economy. In no case, will 
the enterprises in difficulty take action that will force direct idleness on some 
productive labor. 

This tendency to use and pay for the productive forces of the economy 
obviously is a direct force exerted toward the maintenance of the real income 
produced and consumed by the economy, and a material aid in the orderly 
redistribution of productive effort. At the same time, individual enterprise is 
tot hampered in its decisions and initiative any more than the obligations 
assumed under long-term financing are considered hampering. The proposal is 
merely a set of rules designed to recognize by legal contract the implications 
a situation that exists in fact—workers do not have the ability to shift their 
services immediately, 

The type of responsibility suggested by the proposal has a strong prece- 
dent in the American economy. Most agriculture is carried on by farms that 
are both family and enterprise units, and as such, they have never considered 
family workers to be economic forces that are subject to discard at the whim 
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of enterprise expediency. Agriculture has placed itself at a disadvantage in 
its dealings with the industrial section of the economy by assuming an adidi- 
tional responsibility. Even though agricultural workers have moved into in. 
dustrial production during periods of expansion (when they were needed 
most on the farm), these same workers have returned to the land when they 
were discharged by industry during the periods of economic contraction and 
depression (when they were needed least on the farm). 

That this responsibility in agriculture was and is based on a family rather 
than a legal relationship does not remove the fact that the responsibility has 
tended to maintain the real income produced and the employment of the 
factors of production in agriculture when other sections of the economy were 
declining. As long as agriculture was the dominant section of the economy 
and thereby provided the major portion of the real income of the economy, 
this responsibility tended to mitigate the worst results of an industrial con- 
traction. The disappearance of the frontier and the dominance of industrially 
produced goods now places the problem squarely on the doorstep of the 
industrial section of the economy. 

It is true that agriculture has not prospered in recent times and that farn- 
ing is a way of life as well as a business enterprise, which gives agriculture a 
staying power that the industrial enterprise does not have. Nevertheless, the 
fact that the farmer has made a living while he assumed an additional respon- 
sibility under the worst possible circumstances—alone—should indicate that 
enterprises in general could prosper if the responsibility was universally 
adopted to increase the flexibility of the economy and thereby r:aintain pro- 
duction and employment in the entire economy. 

Henry C, LANGER, JR. 

Keuka College 


Wage Policies and Wage Trends in the War Boom’ 


An interesting insight into current wage problems is afforded by a review 
of wage policies and wage trends in the latter half of 1941, a period during 
which wage increases represented industry’s and labor’s reaction to the war 
boom, unfettered by any broad government wage policy. 

Employers in 1941 were for the most part aware that the wage increas¢s 
of that year were only the prelude to other wage adjustments to come, so long 
as the war boom persisted. While some employers were content to deal with 
labor on an opportunistic basis, many companies—particularly the large 
ones—had at this date already attempted to formulate definite, thoug! 
adaptable, wage policies for the duration, Wage policies of companies with 
large defense orders were, of course, dictated largely by the need for attract 


*The writer is indebted to the Social Science Research Council for making possible 4 
field survey which covered 55 companies in 15 industry groups, including such large © 
cerns as General Motors and U. S. Steel, as well as small firms employing less than : 
persons. The conclusions stated in this article represent the synthesis and generalization 
of the opinions of these employers concerning wage policies and the pattern of wage changes 
in American industry. 
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ing large numbers of employees quickly. Inclusion in government contracts of 
cost-plus or flexible wage rate provisions made it possible for them to pay 
high wage rates without detriment to profits and thus considerably simplified 
their wage problem.? Other companies less favorably situated embarked, 
however, upon a “middle of the road” policy, granting wage increases with 
one eye on labor turnover and the other eye on the future. 

Concerns which during this period were able to pursue successfully a wage 
policy of moderation despite the growing scarcity of labor included companies 
in small communities at some distance from industrial centers; companies 
with a record of steady employment® which were able to hold employees by 
reminding them of the temporary nature of defense jobs; and companies with 
friendly employer-employee relations, sickness, health, and other employee 
benefits. While factual evidence based upon more recent investigation of 
these same companies is not available, it seems evident that the number of 
companies capable of maintaining a wage policy of moderation has suffered 
continual diminution. For one thing, war orders are more generally distributed 
throughout industry today than was true in 1941 and labor has been quick 
to demand its share of the profits accruing from such production. Companies 
still engaged in nonessential production find that benefits of employer benevo- 
lence—to be reaped at some future date in the event of sickness or old age 
—cannot compare with the jingle of hard cash as a means of retaining the 
loyalty of a working force depleted by the draft and the attraction of high 
wage war industries. 

Bonus incentive plans have been seized upon by some companies as an 
apparently ideal solution to the wage problem. Such plans would seem to 
afford a means of satisfying labor’s demands for higher earnings during the 
boom, and at the same time of keeping costs and prices down, since the 
increased output they elicit pays for the increased disbursements to labor. 
Furthermore, since bonuses automatically disappear when output is curtailed 
and profits decline, such plans would not burden post-war industry with high 
labor costs. 

Investigation reveals, however, that in 1941 bonus payments were not 
acceptable to labor as a substitute for wage increases. In a number of com- 
panies having bonus plans, unions insisted that regular hourly base rates be 
kept on a par with the rest of the community or with other firms in the indus- 
try. Employers suggested two reasons for this attitude: 

1. Labor wants to raise base rates as high as possible during the boom so 
that its earnings after the war will continue at a high level, even if some 
reduction in rates is made. Labor is looking ahead and realizes that, while 
bonuses will automatically disappear when production is curtailed, high base 
rates may stick. 

2. Labor insists that base rates be on a par with the community or indus- 


* However, a number of employers with large defense contracts, while compelled to 
— substantial wage increases to attract and hold personnel, expressed concern regarding 
t , level of wage rates which would remain when the war boom was spent. 

: There is a definite inverse relation between the average length of service of employees 
2 a concern and its labor turnover. 
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try even if this means higher than average earnings in the company having 
the bonus plan, because it believes that management would not pay the 
bonus unless it paid for itself. Hence, employees in these companies reason 
that they must be working harder or more efficiently than “the other fellow” 
and therefore deserve higher earnings. 

As a consequence, up to the present, incentive plans have not proved a 
successful means of stemming the rise in the base rate. Labor has been 
unwilling to accept incentive earnings as a substitute for increases in base 
pay, because it has been confident of its ability to secure the latter. Now, how- 
ever, the War Labor Board’s firm stand against unwarranted increases in 
base rates, coupled with its authorization of increased earnings based upon 
incentive pay where such pay is in fact accompanied by increased production, 
may compel a change in labor’s attitude. Labor’s traditional aversion to 
incentive plans, based upon a fear (often justified) that management would 
reduce base rates once production increased, need not prove a stumbling 
block today, for labor’s bargaining position under present conditions is so 
strong that few companies could reduce rates even if they wanted to. Both 
the need for increased production and the demands of labor for some form 
of increase in remuneration make it likely that incentive wage plans will 
achieve increased popularity during the duration of the war boom. 

In 1941, a substitute for wage rate increases more acceptable to labor than 
incentive pay was overtime pay. While many companies have adopted this 
measure, they realize that labor will not easily relinquish its high earnings 
after the war, and that therefore substitution of overtime pay may be only a 
temporary expedient. The final reckoning will come after the armistice when 
labor may well demand increases in base rates to compensate it for the loss 
of overtime pay. 

Study of wage increases in industrial concerns during the latter half of 
1941 revealed the development of several significant trends in wage policies 
which are likely to exert an important influence upon our post-war economy. 

1. Evident even to the casual observer was the emergence of the general 
uniform wage increase as the dominant form of wage adjustment in both 
large and small companies. General wage increases extending in equal amounts 
to all employees have long been common in large concerns, because they lend 
themselves well to large establishments, create fewer economic grievances, and 
do not disrupt job valuations. Until recently, however, wage increases in small 
companies were typically not of this kind, but rather varied with the indi- 
vidual according to his length of service, efficiency of production, loyalty, 
etc. In the last few years, however, smaller companies have also tended to 
adopt the policy of granting blanket increases of a given percentage or cents 
per hour to all employees in the firm. alt 

Employers, when questioned, admitted that this is bad policy, that it gives 
the individual worker little satisfaction, and does not conduce to efficiency, 
yet despite the objections against it, this form of wage change is becoming 
the dominant form in industry. The principal cause for its spread is union 
pressure. Unions favor uniform general wage increases because they conform 
to the union program of “getting something for everybody” and because 
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wage increases which vary in accordance with “merit”-——or other such im- 
measurable intangibles—breed petty jealousies with consequent disruption 
of union morale. 

Of course, acceptance by industry of this form of wage adjustment Ces 
not imply that supplemental increases of the “old fashioned” type cannot be 
made from time to time, Indeed, they are made, but the tendency seems to be 
to make fewer of the individual adjustments and to rely more and more upon 
the general change. Some employers reported that they are giving up 
attempting to reward efficiency, because if they raise the pay of a good man, 
the union then demands that this increase also be extended to others in the 
shop who may be less efficient, but who are performing the same work. 

Two other factors have contributed to the spread of the general increase. 
First, the rise in the cost of living during the period under study naturally 
gave an impetus to this type of adjustment as the only fair means of dealing 
with a condition affecting all employees alike. Secondly the gradual adoption 
by industry at large of the technique of scientific management with its job 
evaluation plans, time studies, and other intricacies has tended to introduce 
a certain rigidity into the wage structure. The general uniform wage increase 
then becomes the only means of adjusting wage levels without disturbing 
the wage relationship of one job to another. 

2. Closely related to this first trend—in that it, too, is a consequence of 
union organization—is the predominance of the “cents per hour” wage in- 
crease. Wage increases in mass production industries, beginning with the April, 
1941, increase in the steel industry, have tended to be in terms of cents per 
hour, rather than in percentages. On the whole, investigation suggests that 
management prefers the percentage increase while unions prefer adjustments 
in cents per hour. A number of employers reported that they disliked the 
latter form of wage change because it raised the lower paid employee more 
than in proportion to higher paid personnel and therefore further diminished 
the differential between the skilled and unskilled. 

In the steel industry, union leaders justified this narrowing process on 
the grounds that the industry had developed an unwarranted spread between 
the lowest and highest rate. But the steel executives maintained that this range 
was consistent with the skills involved; that with a machinist’s rate double a 
laborer’s rate there was an incentive for the latter to work himself up, but 
that with the union narrowing this differential, the incentive to advance will 
be seriously impaired. Other employers, however, considered the cents per 
hour increase more equitable in times of rising costs of living, since it gives 
a larger percentage increase in income to those very groups of wage earners 
who feel most severely the rise in living costs. Industrial unions are staunch 
champions of this position; since they draw their membership primarily from 
the ranks of the unskilled and semi-skilled it is natural that they should 
champion that form of wage increase which does most to improve the eco- 
nomic position of their principal constituency. 

3. A third significant wage trend—likewise a by-product, in part, of indus- 
"y's reaction to unionism—is the spread of leader-follower relationships in 
industrial wage policies. In industries employing the most wage earners— 
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steel, automotive bodies and parts, aircraft, rubber, baked goods, textile, 
paper and paper board, and others—the tendency is for the individual 
employer to keep his wage rates in line with those paid by other firms in 
the industry, a policy which frequently results in an industry-wide wage 
adjustment whenever circumstances compel a revision of rates in a particular 
firm. 

While in many industries sympathetic intra-industry wage movements 
deriving from oligopolistic price policies antedate unionism, union pressure 
has tended to spread and to make explicit uniformity as a cardinal basis of 
wage policy. As one personnel manager put it, there is now a double pressure 
for uniformity in wages: from competitors and from labor itself. Industrial 
unions in particular are interested in maintaining a stable and uniform wage 
structure; for price cutting based upon wage cutting by members of the 
industry endangers the union position. Union efforts to secure and maintain 
uniformity of wage levels in an industry tend to give rise either to simultaneous 
adjustments of wage levels by all firms within an industry, acting as a group, 
or to successive increases which give the appearance of a leader-follower 
pattern. 

Employers agreed that union contracts requiring payment of wages on a 
par with rates prevailing for work of a similar nature in other firms in the 
industy hasten the spread of wage increases through an industry, but some 
also suggested that such pressure may produce a feeling among company 
executives that upward adjustments should not be made unless other firms 
in the industry are making them, or the union demands them, and therefore 
make for fewer, though larger, wage adjustments. 


If this interpretation is valid, then in contrast with a free labor market we 
may expect that wage increases in our modern unionized economy will become 
less frequent, less sporadic, more conformable to an industry pattern. Already, 
in many of our most important industries, this pattern is in evidence. Both 
with regard to the timing and size of wage increases, industry considerations 
tend to dominate the individual employer. Companies find it expedient to 
make wage increases of about the same amount as other firms in the industry, 
for to grant less would create difficulties with the union, while to grant more 
might antagonize or embarrass competitors. 

These considerations shed light on the magnitude of the problem facing 
the War Labor Board. Because of the pattern of wage inter-relationships 
which has developed in recent years, the decision as to the advisability 0! 
granting a wage adjustment in an individual firm can no longer be made on 
the basis of the merits of the particular case alone, but must, in addition, take 
into account the magnitude of the disturbance which such an adjustmen! 
would transmit to the wage structure of the industry and ultimately to the 
economy as a whole. 

Employers questioned about the post-war outlook for wages and employ- 
ment were in agreement that the Armistice would bring with it difficult 
problems of readjustment. Yet despite their awareness of the temporary basis 
of the war boom, few companies had made provision for the payment of 
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dismissal wages. The general attitude appeared to be that government un- 
employment compensation plus the high wages now being earned would 
suffice to protect the unemployed worker after the war. On the whole, 
employers did not believe that wage increases during the boom would exercise 
any marked influence upon the rate of mechanization of industry. There was 
general agreement, however, that mechanization after the war would te 
rapid, but this process was viewed not so much as a reaction to high wage 
levels, but rather as the result of the accumulation during the war period of 
a backlog of knowledge and experience in technological advance, 

In many companies, technical research is proceeding at a rapid rate in the 
laboratory, but new techniques are not being applied because of the disin- 
clination to interrupt the routine of production at a time when speed is so 
essential. The end of the war, therefore, may well signal the advent of a new 
era in technological progress with its concomitant problems of labor displace- 
ment and wage adjustments. Management appears to be resigned to the con- 
tinuance of high wage rates after the war, though in many small companies 
considerable doubt existed as to the possibility of maintaining current high 
wage levels without creating considerable unemployment. 


Opinions or assertions contained herein are the writer’s own and are not to be con- 
strued as official or reflecting the views of the Navy Department or the naval service at 
large. 


Lieut. (jg) Gorvon F. Broom USNR 


Mr. Warburton on the Gap 


In two notes in recent issues of this Review, Mr, Clark Warburton sets 

forth a novel concept of the nature and significance of the inflationary gap.* 
Individual consumers, it would seem from Mr. Warburton’s exposition, are 
victims of a gap they never made and about which they can be expected to 
do very little. Rather the size of the gap is determined sometimes by “banks, 
sometimes by foreigners, sometimes by the Board of Governors of the Federal 
Reserve System, sometimes by the federal Treasury, and sometimes by busi- 
ness corporations” (p. 611). 
_ With a directness that would delight the most old-fashioned quantity theor- 
st, Warburton identifies the “real” inflationary gap with the “expansion of 
cash balances in the hands of individuals and business enterprises” (p. 607). 
In order to determine the pressure on prices arising from this gap for past or 
future periods, he would relate the increase in cash balances to the actual or 
expected rate of change in production. This, in effect, means that consumer 
expenditures are determined primarily by holdings of one kind of asset, 
namely, cash, over which, Warburton says, individuals have little control. It 
neglects other kinds of assets and discounts the paramount influence of in- 
come. 

With this concept of the gap it is perfectly correct to say that the gap can 
never be closed by a price rise. Nor can it be closed by increased production. 


“Measuring the Inflationary Gap,” Am. Econ. Rev., Vol. XX XIII, No. 2 (June, 1943), 
Pp. 365-69 and “Who Makes the Inflationary Gap?” Ibid., No. 3 (Sept., 1943), pp. 607-12. 
! 
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Indeed, by definition, nothing can ever close the gap ex post. In Mr. War. 
burton’s system the gap for any past period is simply an historical fact, a 
measurement of changes in the supply of money. 

This concept of the inflationary gap is more understandable when viewed 
in the light of Warburton’s equally simple and mechanical solution for the 
problem of business fluctuations (including, we suppose, the current stabili- 
zation problem). He would merely set up a “central monetary authority with 
adequate power” which would have as its objectives “(1) avoiding at any 
time a decrease in the per capita cash balances of individuals and (2) increas- 
ing the cash balances of individuals at a rate approximately equal to the rate 
of increase in production of consumers’ goods and services, adjusted for taxes 
paid by individuals” (pp. 611-12). 

Such a restricted approach to the gap, it seems to us, robs the tool of most 
of its usefulness. It does not make clear the nature of inflationary develop- 
ments and as a result fails to focus attention upon critical points for public 
policy. One misses many significant aspects of the problem by neglecting to 
analyze such superficially homogenous categories as (1) borrowing from 
banks; (2) sale of securities to nonbanking investors; (3) taxes. There seems 
to be little economic difference, for example, between borrowing from idle 
hoards of private investors and sale of securities to banks. On the other hand, 
taxes paid out of funds which would otherwise have been saved are more 
nearly like bank borrowing from the current inflationary standpoint than is 
voluntary or compulsory sale of war bonds to low income individuals who 
restrict consumption as a result of their purchases, 

Concentration on purely monetary factors leads one to overlook the funda- 
mental economic processes of production, income flows, saving, investment, 
and consumption. To be sure, all of these function through the monetary 
mechanism, which is anything but a neutral or passive factor. However, to 
begin with changes in the supply of money is to pass over developments 
precedent both in time and importance. More significantly, such an analysis 
underemphasizes the opportunities for attacking the inflation problem from 
a number of different angles. In so far as the monetary approach has sig- 
nificance, it derives, in Mr. Warburton’s language, from a study of the factors 
“influential in expanding or contracting the amount of cash balances per 
capita held by individuals [which] may therefore be regarded as the chief 
influences causing inflation or deflation of prices of consumers’ goods and 
services” (p. 608). Granting some importance to the monetary factor, never- 
theless, it is curious to subsume the whole voluntary bond campaign under 
factors affecting the cash balances which individuals choose to hold, and the 
tax program under factors influencing the amount of government borrowing 
from banks. 

A more direct and useful approach to measurement of inflationary pressure 
looks to the volume of production, the flow and distribution of income from 
production and competition between government, private business, and indi- 
vidual consumers for the national product. This is the technique which has 
been developed and widely used to forecast inflationary danger in wartime 
and to suggest appropriate public policy. According to this view the infla- 
tionary gap for any given period in the future is defined as the difference 
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between the amount of consumers’ goods and services expected to be avail- 
able at present prices and the amount consumers will wish to spend.” As has 
often been pointed out, this gap exists only in prospect; in retrospect it is 
always closed, There is no gap for a past period for the obvious reason that 
the amount of goods sold is always equal to the amount which consumers paid 
for those goods. The gap is closed by an increase in supply above forecasts— 
in real terms or nominal monetary value—or a decrease in demand below 
the level expected through unusual savings or additional taxes. 

Actually all of these factors have been operative in the war period to pre- 
vent runaway inflation. A price increase does not close the gap simply by 
adding to nominal supply with incomes and demand remaining constant. The 
price rise brings about an increase in incomes and a redistribution of incomes 
and savings. Equilibrium is reached only when individuals are willing to save 
the fraction of their disposable incomes equal to the proportion of production 
bought with the proceeds of government borrowing. 

This method of estimating the gap not only has logical merits, it also 
throws light on what can be done about the inflationary pressure. Attention 
is directed to the consumer gap, since in wartime direct government controls 
can effectively regulate private capital formation through priorities, alloca- 
tions, and credit controls. It makes clear that individuals can reduce the gap 
by patriotically refraining from unnecessary consumption and thus accumu- 
lating abnormal savings. Direct controls assist in this process. It also becomes 
evident that not all tax dollars nor all dollars borrowed have equal potency 
in combating inflation. The possibilities of a managed price rise as a means 
of dealing with excess purchasing power are brought to light. 

The conventional approach to the gap is in principle applicable equally to 
war and peace, to potentially inflationary and potentially deflationary situa- 
tions. However, estimation of the magnitudes required for computation of the 
gap, difficult enough in wartime, will become much more complicated when 
the government’s war program is no longer the overwhelmingly dominant 
factor in the economy. Nevertheless, as one of the present authors has argued 
in a recent article, the gap technique has far-reaching possibilities as a tool 
ior rational fiscal and economic policy.* Gap analysis does not itself indicate 
the solution to important economic problems. It serves, if anything, to empha- 
size their actual complexity. To illustrate, a useful concept of the gap is not 
likely to lead one to embrace a simple monetary theory for the cause and 
cure of business fluctuations. 

Grover Wm. ENSLEY 
RicHARD GOODE 
Washington, D.C. 


“This is the “net” gap, rather than the “gross” gap which is merely the difference be- 
‘ween expected individual disposable income and consumer supply. The “net” gap is 
ra than the “gross” by the expected amount of individual savings under existing 
ontrols, 

a 
‘ The price increase experienced has been largely controlled, i.e., the spiraling secondary 
elects have been curtailed by government action. 


‘Grover Wm. Ensley, “A Budget for the Nation,” Social Research, Vol. 10, No. 3 
(Sept., 1943), Pp. 280-300. 
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Aspects of the Basing-Point System: Comment 


In the December, 1942, issue of the Review Professor Arthur Smithies 
attempts, by way of what claims to be a fresh explanation of “the process 
of determination of base prices,” to refute the thesis that the existence of 
the basing-point system implies collusion between sellers. His treatment 
of hypothetical cases throws light on a number of interesting aspects of 
price analysis under several sets of assumptions, but he fails to recognize 
that practically all that he regards as representing a contribution to “the 
process of determination of base prices” is perfectly consistent with the exist- 
ence of a wide variety of collusive arrangements between sellers in a basing- 
point system. As a result Smithies’s explanation has only formal validity, ana. 
lytically interesting but of limited use to policy makers faced with concrete 
evidence largely at odds with the assumptions of his argument. Moreover, al- 
though we are told that his article has no concern with policy matters, there 
are repeated implications that the Federal Trade Commission and others 
who claim, with reference to problems of policy, that the system is fraught 
with collusion show little or no awareness of the “correct” conception of 
the imperfectly competitive process of base pricing. Since Smithies offers 
“mathematical proof” whenever “verbal arguments need to be supplemented” 
(p. 707), it is doubly necessary that Smithies’s claims be reéxamined. 

Here it will be contended that at most of the crucial stages of his argument 
the definitions and assumptions are as arbitrary and unrealistic as Smithies 
claims Federal Trade Commission counsel to be weak in matters of recent 
economic analysis. It will also be pointed out that, contrary to the promise 
in his opening remarks, Smithies does not invoke the aid of mathematics 
where his verbal argument is badly in need of being supplemented or im- 
proved. 

Before taking up the points mentioned in the preceding paragraph, I may 
remark that Section I of the article, although formally unobjectionable (it 
is this section alone which enjoys supplementary mathematical proofs in the 
appendix), is but a highly simplified model in which two producers (or groups 
of producers) are assumed (1) to have equal marginal costs, (2) to have 
equal shares of a linear market, and (3) to be situated symmetrically with 
respect to the ends of the market. Smithies recognizes that this section cor- 
tributes only “negative results” (p. 715). It is in Sections IT and III, where 
the assumptions of Section I are relaxed, that his contentions meet with the 
challenge of experience and common sense. 

First among Smithies’s “more solid possible explanations of the basing- 
point system” is the case in which initially uniform mill prices prevail and 
in which A, with a lower constant level of marginal costs than B, absorbs 
freight in order to sell in B’s territory. B is assumed to decide not to retaliate 
by driving A out of part of his territory, because “it may be more profitable for 
B to exploit the territory . . . that remains to him exclusively by charging 
higher prices than to try to repel A’s invasion. But even if B does retaliate by 
cutting his base price, the marginal cost difference may be sufficiently gre! 


* “Aspects of the Basing-Point System,” Am. Econ. Rev., Vol. XXXII, No. 4, pp. 705% 
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to preserve A’s advantage, and, therefore, to preserve A’s interest in the bas- 
ing-point system. ... Here [is] a case where it is to the interest and within 
the power of A, acting with perfect foresight, to force B to acquiesce in adopt- 
ing a basing-point system” (p. 716, italics added). In a case such as this 
Smithies contends that the system might be adopted and presumably proceed 
indefinitely without collusion. But would it not be more realistic to assume 
that A and B are not aware of the (constant) levels of their respective 
marginal costs? If so, it is obvious that A and B may try to reach some agree- 
ment as to division of sales territory shortly after either party begins to 
encroach upon the territory of the other. Certainly the probability that cases 
of unequal marginal cost will be resolved in one way or the other cannot 
be settled on @ priori grounds. 

Smithies is on no stronger ground when he considers the case of A and B 
sharing unequally in the market. Here his verbal analysis is difficult to 
grasp—it certainly could stand supplementation, mathematical or otherwise— 
but it appears to amount to the following: A and B have marginal costs that 
are constant and equal, sell at the same (mill-net) prices, and share the whole 
market equally and with equal profits—providing they make the same assump- 
tions as to their respective competitive behavior. From this set of conditions 
Smithies jumps to the following strange conclusions: “Then if A can occupy 
a sufficiently large share of any market in which he sells, it will be profitable 
for him to invade B’s territory on a freight absorption basis, notwithstanding 
any retaliation that B can profitably undertake. Thus it will be to A’s interest 
and to B’s disadvantage to substitute a multiple basing-point system for the 
uniform mill-net system. Again, we have a plausible explanation of the sys- 
tem” (p. 717). Aside from the curious chain of reasoning, if both A and 
B have constant and equal marginal costs (1) why cannot B invade A’s terri- 
tory just as “profitably” as A invades B’s,? or (2) why may not A and B, 
in varying degree, see collusion as a preferable “solution” of their difficulties? 

In his third case, that of non-identical demand functions at every point of 
the market, Smithies merely shows for various types of “concentration of 
demand” that the basing-point system will be more profitable than (1) f.o.b. 
mill selling,® or (2) continued resistance by the party at a disadvantage. In 
such cases we can admit it to be conceivable that A and B may indulge in 
joint support without collusion. It should be emphasized again, howeyer, 
that such analysis sheds no light on the simple question whether it may not be 
more profitable for A and B to reach collusive agreements than to conduct 
themselves in the manner outlined by Smithies. 

_ Section III treats of the problem of the non-base mill. Here too one finds, 
in the main, argument by assumptions tailored to fit Smithies’s general posi- 


*The issue is further confused by the reference, in the second paragraph of p. 717, to 
market imperfections (such as reputation for prompt delivery) in relation to the unequal 
sharing of the market. Clearly such imperfections have no direct bearing on the problem 
of the profitability of freight absorption under Smithies’s assumptions. 


"Except for the obvious case in which transport costs are so high relative to marginal 


‘osts as to accord to each seller’s territory protection comparable to that of a prohibitive 
tariff barrier, 
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tion, namely, that the basing-point system need not imply collusion. Ilustra. 
tive of this is the following: “Jf B’s marginal costs are equal to BL (A’s de. 
livered prices at point B), he has no alternative but to charge delivered prices 
indicated by LG (A’s delivered prices to the right of point B), and he can 
make no profitable sales to his left. He may then regard himself either as q 
base or a non-base mill. It should be observed that he is here receiving no 
‘phantom-freight’ advantage or benefiting in any other way from A’s presence” 
(p. 722; italics added). Further suppositions, none of which is as reasonable 
or realistic as the assumptions that can be advanced in defense of the case of 
collusion, are used to buttress this, a hypothetical, contention. 

It seems strange that the analysis of one who has written so much 
on the theory of competition and monopoly in its spatial aspects should not 
reflect in more nearly balanced proportions business realism and abstract 
thinking. If the points briefly mentioned in this note are accepted, it seems 
that the uncritical reader of Smithies’s performance will obtain impressions 
only a little less misleading than those usually obtained from the writings 
of avowed special pleaders for the basing-point system. 

Vircit SALERA 

Washington, D.C. 


Reply to Mr. Salera 


Mr. Salera seems to have missed the point of my paper. My main thesis 
is, briefly, as follows: 

1. It is possible that producers, in some cases with perfect foresight, should 
adopt the basing-point system without collusion. Therefore, one is not e- 
titled to say that the existence of the system implies collusion. 

2. Complete collusion as to prices would imply the abolition of the system 
since profits could always be increased by eliminating the cross haul. 

I can find nothing in Mr. Salera’s note to impugn either of these conclu- 
sions. For in every case he admits that my explanation might be correct, but 
he contends that it is more likely that the system will be supported by a col- 
lusive agreement. He does not discuss the nature of these collusive agreements 
at all, and does not face the dilemma posed by my seocnd conclusion. Why, 
if express conclusive agreements are negotiated, do not the competitors agree 
to avoid cross hauling? 

I am afraid that I must warn the reader against his unsuccessful repro 
duction of my arguments, especially the case where the market is unequally 
shared. I do, however, sympathize with his thirst for more mathematics. 

ARTHUR SMITHIES 


Washington, D.C. 


Methods of Correlation Analysis: Reply 


I should like to say a word about Dr. Ezekiel’s book, Methods of Corre 
tion Analysis, in reply to Professor Hartkemeier’s review published the 
March number of the Review. 


*Am. Econ. Rev., Vol. XX XIII, No. 1 (Mar., 1943), pp. 153-56. 
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In the first place, it seems to me that the practical validity of the methods 
set forth in the book depends upon their ability (a) to guide students in their 
choice of methods to be used and (b) to guide practical research workers in 
making analyses which will stand up in practice. 

I belong to the latter group and, during the past eleven years, have used 
Dr. Ezekiel’s methods extensively in the analysis of transportation and traffic 
problems. In these studies I have frequently forecasted the change in volume 
of traffic or the amount of revenue which would result from proposed changes, 
such as raising or lowering the fare, increasing or decreasing the frequency 
of service, etc. These forecasts provided a basis for management decisions as 
to what it would be profitable to do, When the changes have been put into 
effect, the results of forecasting have been within the ranges indicated by 
the error formula as the expected reliability of the forecast. 

I hold that just as “the proof of the pudding is in the eating,” so the value 
of any forecasting technique is its ability to yield reliable forecasts. Viewed 
in this light, Methods of Correlation Analysis sets forth methods and proce- 
dures which are workable and reliable. I could furnish details of many analyses 
to show the amazing results which have been obtained through the use of Dr. 
Ezekiel’s methods. [Photostats of a number of letters commenting on the 
accuracy of a number of these studies were submitted to the editor, but could 
not be published for lack of space-—Ep1tor]} 

As a matter of possible interest to students and research workers, my prac- 
tice is to determine the net linear relationships as a first step in order to ob- 
tain an indication of the direction and approximate strength of each of the 
several important force veins operating in the problem. From that point for- 
ward, I employ the “successive approximation” technique so well described 
by Dr. Ezekiel and thus permit the data to unfold themselves and reveal the 
nature of the relationships involved. I use the freehand curves in making my 
predictions for the simple reason that they yield results. 

There is one other point upon which I should like to comment and that is 
in connection with Professor Hartkemeier’s strong exceptions to chapter 9. I 
do not believe his criticism of that chapter is justified by the text and I, for 
one, did not arrive at the conclusions which he said his students had reached. 
To me, the chapter clearly states just what was intended, namely, the meaning 
and use of the three measures of correlation. This, of course, is something quite 
different from what the reviewer says it shows. 

After eleven years of study, testing and application, I am of the firm con- 
viction that Methods of Correlation Analysis is one of the most outstanding 
contributions in the field of statistical method to appear in modern times. It is 
a decidedly superior piece of work and I heartily recommend it to students, 
research workers, and business men. 

CHARLES A, STEPHENSON 

American Transit Association 


Regulation of Utility Valuation in Pennsylvania: Comment 


. Mr. W. Ross Junkin, in his review of Regulation of Utility Valuation in 
ennsyluania, by W. Roy Buckwalter, repeats a serious misconception ccn- 
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cerning the character of judicial review of decisions of the Pennsylvania Public 
Service Commission prior to 1931. Mr. Junkin, of course, does not bear 
primary responsibility for the error since his statement ws simply made as 
part of his summary of the contents of the book under review. 

The misconception is revealed in the statement’ that the Pennsylvania 
Superior Court “began to exercise its own powers of independent judgment 
after 1931, when an amendment to the Public Service Company !.w. opened 
the way.” Mr. Junkin was apparently led into making this assertion by the 
following which appears in the book at pages 91 and 92: 

In 1931, that portion of the Pennsylvania Public Service Company Law dealing with 
appeals to the Superior Court was amended. The amendment provided that where the 
appeal concerned a question of reasonableness of rates 

‘It shall be the duty of the court to consider the entire record of the proceedings before 
the Commission, including the testimony, and, on its own independent judgment, to 
determine whether or not the findings made and the valuations and rates fixed by the 
Commission, reasonable and proper. If the court shall determine that the findings or the 
valuation are unreasonable, or the rates fixed are unreasonably high, it shall remit the 
case to the Commission with directions to reform the findings, valuations and rates in 
accordance with the court’s opinion.’ 


The second paragraph quoted above seems to set forth the act of 1931, 
P. L. 530, In fact, however, it is an excerpt from the act and omits the follow- 
ing which immediately precedes the quotation: 

At the hearing of the appeal, the said court [Superior Court] shall, upon record certified 
to it by the Commission determine whether or not the order appealed from is reasonable 
and in conformity with law: Provided, however, that in every appeal taken, including 
those already taken and undetermined, involving a question of the reasonableness of rates, 
whether such appeal shall have been taken by a complainant or by a public service compony, 
it shall be the duty of the court. . .,? 


and so on, as above. 

Now the real significance of the law was that it expressly authorized the 
Superior Court to exercise its independent judgment upon appeal by the 
complainant in a rate case, that is, by the patron or customer of a public 
utility. Prior to the act, as a result of the opinion of the United States Supreme 
Court in Ben Avon Borough v. Ohio Valley Water Company, 253 U. S. 287 
(1920), the Superior Court exercised its independent judgment in rate cases 
where the company was the appellant, but in City of Scranton v. P. S.C, 
80 Pa. Superior 549 (1921), the Superior Court refused to do so where the 
consumer was the appellant. The act of 1931 was designed to correct this 
situation which was deemed to be unjust to consumers. Ps. 

Thus it is not correct to say that the Superior Court began to exercise 
independent judgment after 1931 and that the amendment of that year opened 
the way. The court exercised such judgment in cases brought before it by 
utilities where confiscation was the issue long before the act, and the resulting 
repercussions had an important effect upon utility regulation in Pennsylvania. 

JosePH R. Rosé 


Washington, D.C. 


*Am., Econ. Rev., Vol. XXXIII, No. 2 (June, 1943), p. 455. 
* The italics do not, of course, appear in the law. 
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Japan’s Wartime Production: Comment 

In a recent issue of this Review,’ there was published a review by Mrs. E. B. 
Schumpeter of three books. Though I am not the author of any of these books, 
vet a certain space was given to me. Mrs. Schumpter declared that the dis- 
cussion of wartime productivity of Japan by K. L. Mitchell “is based on an 
article by {Gragdanzev] which has been widely quoted as part of the story of 
Japan’s weaknesses. This is the case where inadequate statistics are carelessly 
used to paint a picture. . . .” Below Mrs. Schumpeter mentions that “These 
and other similar puJlications have played a substantial part in misleading 
the American public and to some extent the Administration as to the economic 
strength of Japan”—an accusation sufficiently serious to warrant an answer 
here, 

Without going into a discussion as to whether my method and conclusions 
were careless or not, I think it is enough here to point out that my article 
was published on April 7, 1941, and was the result of my study of Japanese 
statistics in New York, because I could neither visit Japan nor discuss her 
problems with Japanese experts. However, at about the same time one 
economist who is a fellow of the Bureau of International Research at Harvard 
University, and who had the opportunity to visit Japan and discuss Japanese 
problems with many Japanese experts studied the same indices and came 
to the same conclusions. This economist, namely, Mrs. Schumpeter, said the 
following: “Figures for the first quarter of 1940 indicate that industrial 
output was well below that for the corresponding period in 1939 as a re- 
sult... .”? She was even more insistent than I was in that respect: “in view 
of all that was written .. . it is hard to believe that output in the strategic 
metals and machinery industry was only 7 per cent below the very high level 
of early 1939.’ While in my article I limited my task to the analysis of the 
situation as it was in August, 1940, Mrs. Schumpeter went beyond that and 
predicted further deterioration. “In the economic sphere government control 
may increase to such an extent as to hamper production and trade even more 
than is the case at present” unless a real effort is made “to reduce government 
expenditures, to rationalize and slow down the plan of industrial expansion 
and to put much greater emphasis on export industries.’* 

As is well known, not one of these conditions was realized and, according 
to Mrs. Schumpeter, production was therefore hampered. 

Now, which Mrs. Schumpeter was right? The one writing in 1940, or the 
one writing in 1942? I am inclined to think that Mrs. Schumpeter of 1940, who 
agreed a with Grajdanzev in the interpretation of Japanese indices, 
Was right. 

It is not the economic strength of Japan which is responsible for her 
military successes—at Pearl Harbor, in Malaya, Philippines—but our careless- 
ness. This carelessness was in part due to the persistent efforts of many writers 


‘Am. Econ. Rev., Vol. XXXII, No. 4 (Dec., 1942), pp. 869-73. 


The Industrialization of Japan and Manchukuo, p. 801. 
Loc. cit, 


*Ibid., p. 859, 
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like Mrs. Schumpeter who assured us that the Japanese government was 
“committed to a policy of bringing the war in China to a speedy conclusion 
and of non-involvement in Europe.”*® 
The author of these lines was not misleading the American public and the 
Administration on this account. 
A. J. Grajpanzey 
New York 


The Professors versus the People 


The deficiency appropriations act of Congress for the Office of Price Ad- 
ministration includes a clause, introduced by Representative Dirksen (Illinois) 
that an executive formulating policies must have business experience. As a 
result some outstanding and highly respected economists have resigned and 
others are going to follow. 

The Congressional amendment poses a question to economists: What is 
wrong with us? Why is it desired and how is it possible to arouse the public 
against professors? Why is one professional group to be excluded from, an- 
other preferred for, the holding of certain governmental positions? 

The ostensible reason for penalizing professors is that they, as a group, 
are incapable of fulfilling their administrative functions properly because they 
lack business experience. Formulating economic policies in any federal war 
agency requires two specific kinds of experiences: practical knowledge of the 
technical problems of production, marketing, and pricing of factors or 
products in the prospective industries and a clear understanding of the 
principles of a war economy. Practical business men are more likely to know 
about trade problems, whereas professional economists are more apt in eco- 
nomic analysis. The new type of war administrator required for the direction 
of the developing war economy, versed in both practical and theoretical arts, 
did not exist; he had to be trained in his job through trial and error. 

Both business men and professional economists tried themselves; members 
of both groups failed and were weeded out. No statistics of the turnover and 
its causes are available but from the facts that have become public we can 
infer that the obvious failures were more common among business men. The 
contention of the Congressional amendment that managers of private enter- 
prises are the only effective public administrators is thus in conflict with the 
personnel history of the federal war agencies. 

If it had been the intention of Representative Dirksen to improve the 
administration of war agencies, one of three possible directives could have 
been given to the administration. First, to require a preliminary training 
period of all division heads prior to their appointment. Second, to promote 
policy formulating officials from the ranks of the existing personnel of Wa’ 
agencies. Third, to stipulate that the two leading administrators of a division 
should be a business man and an economist who must be in agreement on main 
policies. The second directive should, in our judgment, become the generally 


Loc. cit. 
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accepted rule for appointing policy formulating officials. Congress, .n over- 
looking these opportunities, has not overcome the popular aversion agains‘ 
business men as public administrators (doilar-a-year men) but has given 
them a free ticket to the influential economic positions in the O.P.A. 

We must infer then that Congress, in missing an opportunity for con- 
structive legislation, must have aimed not so much at administrative efliciency 
as at formulating administrative policy itself. For instance, in the controversy 
about labeling consumers’ goods, Congress took the side of the traders, voting 
thereby against the interests of consumers, It seems that in the conflict between 
interest groups, the majority of Congress considers business men as being 
more in favor of the producers’ and traders’ interests than the professional 
economists. 

It is obvious, of course, why the sponsors of the amendment to the bill 
could not state their real intentions but had to create an artificial issue of 
professors-versus-people. The misconceptions of many people about the nature 
of the academic services, the general aversion to the “thinker,” the numerous 
superstitions about traits and habits of professors, facilitated in arousing the 
man-on-the-street against our profession. It is in the interests of all economists, 
whatever their position concerning economic and administrative policies, to 
prevent their supposed deficiencies from being used as a smoke screen to 
conceal conflicts between interest groups. Three measures seem necessary to 
avoid the repetition of such deplorable events. First, economists ought to inform 
Congressmen of their opinions concerning legislation on war agencies, so as to 
secure a repeal of this discrimination against economists. Second, the execu- 
tive committees of academic organizations should present their point of view 
at hearings of Congressional committees whenever professional problems are 
considered. Finally, a committee on professors and the public service should 
be appointed that ought to include representatives of all academic organiza- 
tions. Its function would be to examine the reasons for the popular aversion 
against professors and to work out a program of action that should include 
suggestions for individual as well as organizational measures on a local and 
national level. 

In times of crisis any group may be made the scapegoat for mistakes in 
public policies or for the endurance of inevitable sacrifices the public is 
unwilling to accept. The discussion of history teaching in colleges and now 
the Congressional measure against professors are signs of a coming storm. 
If they are understood and taken as a guide for action, we may be able to 
prevent further attacks upon the teaching profession and its various activities. 

FREDERICK L. NussBAUM 
ARTHUR SCHWEITZER 
University of Wyoming 
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BOOK REVIEWS 


Economic Theory; General Works 


Essentials of Price Theory. By B. S, Ketrsteap. (Toronto: Univ. of Toronto 
Press, 1942. Pp. viii, 246. $2.75.) 

While textbooks on “principles” have traditionally flooded the American 
market, the teachers of theory are still looking in vain for a really adequate 
text in their field. Mr, Keirstead has walked boldly into a realm where angels 
fear to tread and has brought to us a new text in which discriminating teach- 
ers will find much to glean, even though they will also find many things to 
discard. 

The book is well organized and well written. It brings in more concrete 
and modern material than we are used to expecting from writers in pure 
theory. On the other hand, while most chapters are clearly and cogently 
argued, others sacrifice theoretical strictness to realistic shert-cuts which may 
be misleading to the average student. Mr. Keirstead also introduces at times, 
and without warning to the readers, original definitions of familiar concepts, 
which diverge fundamentally from their traditional use. In short, the book 
would be a dangerous one in inexperienced hands, but might be used to 
excellent advantage by a good teacher. 

The effort to point out what I consider to be the main pitfalls in Mr. 
Keirstead’s exposition places an unfortunate emphasis on weak points and 
should not blind the reader to the real merits of the book. 

The volume opens with an unusually detailed methodological introduction, 
generally superior to similar material in other texts. Some slipshod statements, 
however, should be corrected in later editions. The old cause and effect se- 
quence, for instance, is still viewed as the kernel of scientific explanation. 
“Physical science is . . . primarily an attempt to interpret and explain the 
physical world in terms of cause and effect” (p. 10). On the other hand, the 
gratuitous assertion that “the achievements of theoretic economics, if not 
sensational, are sufficiently solid to defy the trivialities of its critics” (p. 15) 
will hardly convince the heretics when no examples of such achievements ate 
even mentioned. 

Book II presents an interesting innovation in the field of textbook writing. 
Before leading the student into the intricate labyrinth of modern price analy- 
sis, Mr. Keirstead attempts to build up a simplified model of the price 
system in terms of general equilibrium analysis. The exposition moves in 3 
high level of abstraction and is partly mathematical. It is, on the other hand, 
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unusually clear and cannot discourage any serious student. The attempt is 
interesting in that it provides a general picture which is pedagogically essential, 
if the student is not to lose sight of the forest because of the trees. 

Mr. Keirstead’s model, however, cannot be accepted in its entirety. The 
ghost of Jevons still hovers over the discussion of barter between two isolated 
individuals. The solution is given as perfectly determinate, the only qualifica- 
tion being a minor one that “in actual practice barter prevents the attain- 
ment of sufficiently small divisions of the units of goods exchanged” (p. 53). 
Thus, Crusoe and Friday will exchange 2 eggs for 28 to 30 berries, say 29, 
which is “not an exact equilibrium point” (p. 54). Unfortunately, Mr. Keir- 
stead, probably for simplification’s sake, omits any mention of other and 
far more forbidding difficulties in the derivation of equilibrium under condi- 
tions of bilateral monopoly. 

Book III advances to the “Theory of Price in an Industrial Economy.” 
At this junction, general equilibrium gives way to partial equilibrium analysis. 
The exposition develops with stricter .ogic than is found in most texts. The 
somewhat ticklish problem of bridging the gap between the analysis of the 
firm and the analysis of the industry is skillfully handled. On the other hand, 
Mr. Keirstead’s originality in his definitions of accepted terms may be mis- 
leading rather than really constructive. The distinction between internal and 
external economics, for instance, is made to revolve on whether the eco- 
nomics are attributable to large-scale plant or to large-scale management 
embracing a number of plants (p. 81). No one should quarrel with defini- 
tions, but Mr. Keirstead should certainly give us warning that his definition 
differs from the one traditional in the literature on the subject. He might also 
have told us his reasons for his innovation. A similar and also unheralded 
departure from usage appears on page 127, where long-run decreasing costs 
are ascribed in part to technical developments rather than restricted to the 
case of time-consuming adaptations under unchanging technical knowledge. 
This interjection of evolutionary assumptions in a problem usually couched 
in stationary terms is sufficiently revolutionary to warrant some word of 
explanation. 

One of the weakest parts of the book, however, is the treatment of 
monopolistic competition. In an effort to avoid “additional complications,” 
Mr. Keirstead uses “the terms ‘imperfect competition,’ ‘monopolistic compe- 
tition,’ and ‘oligopoly’ as synonymous, the conditions which they describe 
being defined as those under which the revenue curves of the firms are 
negatively sloped” (p. 118, n.). This type of “simplification” leads not to 
simplicity, but to unutterable confusion. Product differentiation, closed entry 
and oligopolistic interdependence cannot be reduced to a single denominator. 
The problem of oligopoly, in particular, cannot be described significantly in 
terms of the slope of the demand curve. It is the very definition of the demand 
curve, not its slope, that is at stake. The traditional demand curve assumes 
that all “other prices” remain unchanged. Such an assumption would, in many 
oligopolistic cases, be perfectly irrelevant, while any relaxation of it leads 
to a multitude of solutions depending on the new assumption chosen, 
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The results of Mr. Keirstead’s “simplification” soon become apparent, 
Perfect competition is contrasted with imperfect competition in general, and 
such varied elements as oligopoly, product differentiation and closed entry 
are, by implication, lumped together throughout most of the discussion. 
Saks Fifth Avenue is brought forth as the prototype of a perfectly com. 
petitive firm and its surpluses are not monopolistic gains but rents (p. 135), 
Would Mr. Keirstead suggest that Saks’s revenue curve is perfectly elastic 
and that rents of location are a purely competitive return? 

Book IV on distribution follows more or less the traditional organization 
of the subject-matter into wages, rents and interest. The discussion of profits 
and rents bears a close relation to the previous discussion of monopolistic 
competition. Rents are distinguished from monopolistic profits, The latter 
“are not attributable to any particular agent, but arise as a result of the 
firm’s dominant position on the market, and are retained by the owners of 
the enterprise and not paid to any agent” (p. 205). 

The uncritical association of surplus profits with monopoly ignores com- 
pletely the importance of entry. The presence or absence of profits should 
be linked, not with the inelasticity or elasticity of the revenue curve of the 
seller, but with the conditions governing the entry of competitors. 

Secondly, the imputation of monopolistic profits to some particular agent 
or agents does not make the monopolistic firm a purely competitive one. A 
monopoly based on a patent or a unique location does not become com- 
petitive because the patent owner or the landowner is able to extract the 
full value of his rent from the enterprise. Personally, I cannot even be 
satisfied with the somewhat mythical concept of entrepreneurial profits “not 
attributable to any particular agent . . . and not paid to the owners of any 
agent.” Even if such exists, however, they soon become a return to owner- 
ship rather than to managerial activity. This can better be seen by assuming 
the sale of a particularly profitable monopoly to a new group of owners. li 
the transfer is negotiated under competitive conditions, the sellers will be able 
to extract from the new owners a price which would leave them no more 
than normal returns on their capital and enterprise. Again, would Mr. Keir- 
stead suggest that the firm has then ceased automatically to be a monopoly 
and should be considered as perfectly competitive? 

The theory of profits cannot be isolated from evolutionary economics and 
innovation. In the long run, the profits of a monopoly are reaped in the form 
of rents either by the innovator himself or by the owners of the agents which 
have increased in value as a result of the innovation. Rents and profits are 
not two distinct groups of incomes, but two aspects of the same income 
stream. The term “profits” draws attention to the innovating activity of the 
entrepreneur, the term “rents” to the consequent revaluation of some of the 
production agents associated in the firm. We touch here one of the most 
fundamental aspects of capitalistic institutions, i.e., the institutionalization of 
entrepreneurial profits into returns of ownership. 4 

The following chapter on “Interest” gives me a welcome opportunity ‘ 
close this review on a more favorable note, The treatment is unusually moder 
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in a book of this kind and integrates into the general body of economic theory 
Keynesian concepts which some professors of theory still regard as the private 
field of their colleague in Money and Banking or in Public Finance. 

Mr. Keirstead’s text is interesting and provocative. In a field where dullness 
and tradition too often prevail, he has succeeded in being lively and modern. 
Last, but not least, he has compressed into some two hundred pages the 
essentials of price theory. With adequate revisions, his book would serve the 
needs of a short course in theory better than any other text now available on 
the market. 

ROBERT TRIFFIN 

Washington, D.C. 


Entrepreneural Costs and Price: A Reconsideration of Competitive and 
Monopolistic Market Theory. By GrorcE JoHNSON Capy, (Evanston, 
Ill.: Chandler’s. 1942. Pp. x, 227. $2.00.) 


The content of Professor Cady’s work might be described as “some elabora- 
tions of the theory of imperfect competition.” In it he sets out to rework 
certain aspects of the theories of Chamberlin and Mrs. Robinson by intro- 
ducing a more detailed set of assumptions (principally concerning the fixed 
factor costs of firms) than have previously been entertained, and by eliciting 
the implications of these assumptions through the extensive use of the geo- 
metric technique. The book deals with a wide range of alternative assumptions, 
and contains over 240 diagrams. 

In his Preface the author explains that this edition (lithoprinted) is es- 
sentially a preliminary one “in form, obviously, and in substance, only 
slightly less obviously,” and that it is potentially subject to extended revision. 
The character of the publication presumably explains the omission of bibli- 
ography and index, and the almost complete absence of footnote or textual 
reference to the extensive journal literature on price analysis. (Only five 
standard works in price analysis and seven references on business price poli- 
cies are cited.) Some revisions in the exposition, moreover, would be appre- 
ciated. It is in many instances little more than a guide to the diagrams, and 
the literary restatements often fail to effect a generalization independent of 
these diagrams. The chapter summaries are, by contrast, over-general, and 
the reviewer found the going difficult in a degree not fully accounted for by 
the complexity of the subject material. 

The formal analysis, however, is competent. The author is most at home 
with the diagrammatic technique, and although the number of complex 
diagrams and references thereto is so great as almost to defy minute verifica- 
tion, the reviewer in careful reading discovered no formal errors. 

The principal argument of the work is based on a group of assumptions 
concerning differences among the fixed factor costs of rival firms. First it is 
necessary, the author argues, to distinguish among the imputed rents, the 
contractual costs, and the opportunity costs (or rents) of fixed factors. Most 
important are their opportunity costs, which must be exceeded by the revenues 
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of the producer in order to hold him in the industry. The size of these cogs 
is potentially different for each firm in an industry, with the result that every 
firm may have a different “exit” price (which yields the quasi-rent just neces. 
sary to prevent its exit from the industry). The opportunity costs of estab. 
lished firms, furthermore, may differ from the planned fixed factor costs of 
potential entrants to the field, and thus the “entry” price for new producers 
may differ from the “exit” price for old. Contractual cost differences may also 
exist among firms and lead to differences in policy. Significant cost differences 
may of course arise among the plants of a single firm, Finally, dynamic 
variations in contractual and opportunity costs may take place. 

These inter-firm and inter-plant cost differentials have a definite impact 
on the character of an industry equilibrium as well as on the possibility of 
attaining it. Several chapters are devoted to analyzing the effect of such 
differentials in single firm monopoly, oligopoly, collusive oligopoly, “com- 
petitive monopoly,” discriminating monopoly, etc. In addition to the numerous 
elaborations of existing theory, several interesting conclusions emerge from 
this analysis. Except in pure competition, for example, differences among the 
exit or shut down prices of various firms or plants result in discontinuities in 
the industry supply curve and in a potential indeterminacy of price. A large 
number of detailed geometric models, employing assumptions of cost dif- 
ferences as well as other realistic postulates, are worked out for a variety of 
market situations. The effect upon existing price analysis is essentially to 
elaborate and modify it in detail. On the whole, however, the elaborations are 
pertinent and suggest some useful adaptations of price analysis to the interpre- 
tation of actual pricing. 

The latter half of the volume refers occasionally to the main thesis of cost 
differences but is essentially a series of semi-independent essays on aspects of 
price theory. They cover the pricing of joint products, “entrepreneurial vari- 
ants” of motivation in modern corporations, monopsony and monopoly in the 
markets for productive factors, comments on monopoly and the general price 
equilibrium, and comments on price policies and the business cycle. The chap- 
ters on joint products and on monopsony review some existing theory and 
suggest elaborations. The comments on monopoly and general equilibrium 
are competent but not especially novel. The chapters on entrepreneurial 
variants and on the business cycle contain a large number of pertinent obser- 
vations on business price policies, but are in the nature of commentary rather 
than definitive treatment. 

As a whole, the subject material of the book is interesting, and there is 4 
degree of novelty at many points. It is wanting in organization, exposition, and 
coherence, and will be much more useful when these wants are remedied. 

Jor S. Bar 

University of California 

Berkeley 
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The Rise of American Economic Life. By ARTHUR CEciL BinINc. (New York: 
Scribner’s. 1943. Pp. xii, 732. $4.00.) 

In The Rise of American Economic Life Professor Bining has made a 
worth-while contribution to a field where acceptable undergraduate texts are 
relatively scare. The book is obviously intended to be a general introduction 
to the subject and nothing more. A somewhat shorter text than usual in this 
subject is the result. For the one semester college course this relative brevity 
presents some advantages to the teacher who wishes to make wide use of 
readings outside the text. 

The author’s approach is fundamentally that of the historian rather than 
that of the economist. Primary attention is given to recording the facts of 
economic changes and of the development of economic institutions. Little 
attempt is made to present an economic analysis of the causes or of the 
results of the facts which have been recorded. But the historical facts are 
presented in a much more readable and interesting manner than is usually 
found in an undergraduate text in this field. 

Fortunately, Professor Bining avoids a very serious mistake that many 
writers of economic history make, the mistake of assuming that economic 
history consists of the presentation in great detail of a multiplicity of figures 
or in the exact enumeration of relatively unimportant facts. Rather, the sig- 
nificant material is made to stand out primarily by vivid description and 
vigorous recital, and also by the elimination of unessential detail. For example, 
the exceptionally good description of the colonial iron industry beginning on 
page 92 is much more valuable to the student in his understanding of the 
colonial economy than any conceivable list of the tons of iron produced and 
the value of the product. 

The organization adopted is the traditional one which makes use of the 
Revolution, the Civil War, and the First World War as the dividing points. 
Within the four major divisions thus established separate chapters are de- 
voted to agriculture, industry, commerce, transportation, and finance. Other 
chapters are devoted to special developments that were significant in the 
various periods, such as those on “The American Revolution,” “Westward 
Ho,” “Industrial Consolidation and Regulation,” “Imperialistic Ventures,” and 
“Economic Activities of the New Deal.” 

Many useful illustrations, maps, cartoons, and graphs are scattered through 
the book. A few unfortunate errors occur, such as the one on page 530 where 
the Operations of the member banks and the Federal Reserve banks in the 
sue of currency are confused, but in general the errors of fact are at a 
minimum. The attempt to include a background of European economic his- 
‘ory in the first few pages caused the author to generalize so broadly in some 
cases that the obvious omissions almost appear to be errors; but for those 
students completely lacking a background in European history even this 
Inadequate treatment may be useful. 
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To the average economist the least satisfactory sections will probably prove 
to be those dealing with monetary and banking problems, price movements 
and business cycles. In each major division the treatment of money ond 
credit is brief and hesitating as though the author were anxious to move on 
to less complicated material. There is almost no treatment of price move- 
ments before 1920, except for such general statements as: “The deflation 
which accompanied the end of military demands and army contracts as well 
as the close of a profitable era in privateering brought problems which took 
time to solve,” which is found on page 153 in the treatment of the post- 
Revolutionary period. 

Beginning with the chapter dealing with the First World War a number 
of graphs showing movement of prices are included, but there is no real 
attempt to analyze these price trends or to use them in explaining the nature of 
the events that were taking place. In the treatment of price in the present war 
no attempt is made to correlate this material with the government's fiscal 
policy. Also in the chapter on the Civil War little use has been made of the 
excellent studies of government finance and price movements during that 
period. This is only one of many American economic history texts that fail 
to make adequate use of changes in prices, but to those economists who 
believe that price trends form the backbone of economic history this treatment 
of prices will seem rather spineless. 

The sections dealing with business cycles are almost equally disappointing. 
Considerable space is given to the panic phase of the cycle, but the depression 
and prosperity phases are dismissed rather briefly. The effect of the cycle upon 
industrial growth, agricultural discontent, volume of trade, and labor prob- 
lems is scarcely noted. No attempt is made to organize the facts in such a 
way that the student with some knowledge of business cycle theory might 
check his theories against these facts. 

Despite these regrettable weaknesses Professor Bining has produced an 
undergraduate text that is well adapted for the course which has as its purpose 
the giving of a background in economic changes and the development of eco- 
nomic institutions either for the students of history or of economics. It does 
not meet the needs of the teacher who wishes to use the course in American 
economic history as another approach to the teaching of economic principles. 
But perhaps there are not many other teachers who join this reviewer in 
awaiting rather impatiently the publication of a text that can be used in such 
a course. In the meantime Professor Bining’s text is recommended as one of 
the better books for use in the one-semester undergraduate course in American 
. economic history. 

Lreut. R. Murray Havens, 
U. S. Army 


Opinions or assertions contained in this review are the writer’s own and are not to be 
construed as official or reflecting the views of the War Department or the Army service 
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Economic Systems; National Economies; Post-War Planning 


The Myth of Open Spaces. By W. D, Forsytu (Melbourne: Melbourne Univ. 
Press. 1942.) 

The author in this volume fulfills a twofold task: he exposes the fallacies 
in much of the discussion of population problems, particularly with reference 
to Australia; and he analyzes clearly the difficulties and responsibilities in- 
volved in a continuance of Australia’s historic immigration policy. Australia 
has been chosen not only because W. D. Forsyth, as former research secretary 
for the Australian Institute of International Affairs and research fellow, 
School of Commerce, University of Melbourne, knows his country well, but 
also because the myth of the open spaces of the Australian continent has re- 
ceived such wide acceptance, 

That seven million people live in an area approximately the size of the 
United States has suggested to many that Australia possesses vast uninhabited 
regions available for mass settlement. Actually the arable land of the continent 
is limited to the northern, eastern, and southeastern margins, and to an out- 
lying area in the extreme southwest, Two-fifths of Australia lie within the 
tropics, and even in the temperate regions in which settlement does exist, the 
lack of rainfall, the mountainous character of the land, or the quality of the 
soil restrict the possibilities of much further utilization of the land. 

{, however, in spite of these climatic and topographical difficulties, Aus- 
tralia, with further development of industry, could support, as has been 
suggested, an optimum population of twenty-five millions, where are these 
people to come from? Mr. Forsyth correctly and carefully discusses the popu- 
lation and migration trends of Australia as well as of the “most-favored” 
sources for Australian immigrants—the British Isles and the northern and 
western countries of Europe. All of these countries have experienced declining 
birth rates; only southern and eastern Europe remain a source of acceptable 
migrants, but the extent of emigration from these countries will be conditioned 
by the character of the post-war world. Asiatic sources for the peopling of 
Australia are unlimited, but to Mr. Forsyth (and even more emphatically to 
most Australians) these sources are not acceptable because of the social and 
economic problems such mass immigration would entail. And much more 
‘ignificantly, he indicates that such emigration from the crowded lands of 
Asia would not solve the problem of overpopulation and a low standard of 
living for the peoples there. He suggests instead, as a definite policy for Aus- 
tralia to support, international codperation in the industrial development of the 
fesources of Asia so that the peoples there will have opportunity for decent 
living standards. 

Although this book was written before the war, the conclusions which it 
ofiers are ones considered within the framework of two possible post-war 
worlds. If Australia finds herself in a world in which she and the other 
countries are competing for contracting markets, she is likely to turn toward 
an autarchic economy, and attempt to transfer her own surplus population 
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from primary production to industry. Thus the outlook for emigrants will 
not be bright. If Australia finds herself rather in a world of better internal 
and international economic conditions, the heavily-populated industrial coun- 
tries will be less likely to provide emigrants since the economic stimulus for 
migration will be lacking. Permanent increases to Australia’s population will 
be made then, not by migration, but by continued efforts to provide the 
economic and social environment in which an increased fertility of Australians 
will result. 

It is unfortunate that a book which has such a sane and intelligent approach 
to the population problem of Australia should be introduced with a foreword 
by D. B. Copland which in its use of the mystical terms of “racial purity” 
reads like a Goebbels dispatch. Australia can not plan an immigration policy 
which demands that the rest of the world accept her right to her standard of 
living and to the “racial purity” which many claim maintains that standard 
without fulfilling her responsibilities toward the economic standards of the 
rest of the world. Forsyth is challenging his readers—Australian, British and 
others—to build a world in which the colored peoples will not look to war to 
find themselves homes and opportunity. 

MINNIE BELLE 

Washington, D.C. 


Public Finance; Fiscal Policy; Taxation 


David A. Wells and the American Revenue System, 1865-1870. By Hersert 
RONALD FERLEGER. (New York: Roosevelt Memorial Assoc. 1942. Pp. 
338.) 

This is a biographical monograph on David A. Wells (1828-1898) and his 
role in the reconstruction of the federal revenue system after the Civil War. 
Dr. Ferleger has selected for the study the important period in Wells’s life 
when he served as Chairman of the Revenue Commission and Special Commis- 
sioner of Revenue. After introducing Wells the man, he follows the career of 
the early tax adviser to the government and recounts the story of tax revision 
in terms of Wells’s experiences. The historical study sheds light upon the 
political and revenue problems foliowing the Civil War, although it is pr- 
marily an interpretation of Wells’s part in the post-war revenue drama. _ 

Wells displayed journalistic tendencies at Williams College and a liking 
for the sciences. Economics he studied also and apparently promptly forgot. 
After graduating he went to work for the Springfield Republican as assistant 
editor, where he learned more about writing and revealed mechanical ability 
by creating a paper folding machine. Yearning to know more about the 
sciences, he sold his interest in the machine and left his newspaper work to 
undertake further study of the sciences at Harvard. After leaving the class- 
rooms he became the editor of a farm journal and soon began to write texts 
upon chemistry, geology, and other subjects which became quite popular. 
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When Wells moved to Philadelphia to edit the Pennsylvania Farm Journal 
he became familiar with Henry C. Carey and his teachings which, he found, 
agreed with his own thinking. His contacts with Carey stimulated further 
study of economics. For a time he was content to follow along with Carey on 

rotection. 

. Wells rose to fame in 1864 with a pamphlet on federal debt problems, Our 
Burden and Our Strength, which he published to quell the doubts of those 
who argued that the debt had created crushing national burdens. After taking 
stock of the nation’s wealth and income and its growing population, Wells 
maintained that the relative weight of the debt would diminish and that the 
national economy would not be crippled. He therefore urged his fellows to 
“Thank God and take courage.” 

This much-needed tonic for a sagging public morale was dispensed at a 
propitious time and before long the economic prophet was packing his bags 
to take a special position in Washington. The position was partly of his own 
making: he was not a prophet who waited for mountains to move to him. 

Wells was appointed chairman of a newly created Revenue Commission in 
1865 by the Secretary of the Treasury, Hugh McCulloch. The chairman gave 
the Commission its scientific leanings. The other members were Samuel S. 
Hayes, an amiable politician, and Stephen Colwell, an elderly Philadelphia 
lawyer who was a disciple of Carey, 

The major responsibilities fell upon the willing shoulders of Wells, who 
proceeded to assemble the data necessary for a critical analysis of federal tax 
problems and recommendations for federal tax reforms. In the irredeemable 
paper currency and the onerous tax system he found the fundamental causes 
of the nation’s economic distress. 

He first attacked the multitudinous internal revenues, which he thought 
should be abandoned for a few productive revenues upon such commodities as 
alcoholic beverages and tobacco, with promised gains in ease and cost of 
administration and in the removal of the harsh effects of taxes upon manufac- 
turing. His recommendations followed a careful weighing of statistical evi- 
dence and the testimony of numerous witnesses concerning the evil effects of 
the existing taxes. Besides urging tax reduction and simplification, Wells also 
suggested the improvements in administration which would result from the 
use of stamps in collecting the beer tax. These recommendations were en- 
dorsed by Secretary McCulloch and turned over to Congress for action. A 
tumber of Wells’s suggestions were in time adopted. 

In working upon the tariff, Wells was at first content to devote his efforts 
‘0 improving the administration, removing unequal burdens, and increasing 
evenues. As he gained experience with tariff legislation and witnessed the 
parade of vested interests which sought profits at the expense of consumers, 
and as he studied the alleged beneficial effects of protection, doubts arose in his 
mind concerning the economic validity of the arguments for high tariffs. The 
a he studied protection and tariff problems in the United States and Eng- 
~ the more he became convinced that tariffs should be lowered, However, 

® disguised his free trade leanings to all but a few confidants and worked for 
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tariff moderation while publicly announcing from time to time, in reply to 
doubts from observers, that he still adhered to the protectionist school, : 
In 1868 Wells gave active support to the Republicans in the presidential] , 
campaign, hoping that Grant, when elected, would appoint him as his Secre- 

tary of the Treasury. While Grant delayed his decision, Wells’s economic . 
logic got the better of his political acumen and he confessed that he had joined t 
the free traders. This was a signal for attack from both Republicans and b 
Democrats with protectionist leanings and Wells’s hopes went glimmering. t! 
He was retained as Special Commissioner for a time, however, and he con- te 
tinued to conduct his researches into the nation’s economic and revenue prob- mr 
lems. His final report, released as his office was about to lapse, was a parting th 
blow at protectionist arguments and a comprehensive mobilization of data in rm 
defense of tariff moderation. in 
Among Wells’s accomplishments was the effective research undertaken D 
during his Washington service, which resulted in his keen reports on federal > 
tax problems. They were rich in factual data and critical in their analysis. in 
His recommendations influenced Congress to reform and reduce internal Wi 
revenues and their administration. He fought a losing battle against protec- ac 
tion but he had the courage to hold to his convictions, Ir 
Dr. Ferleger has succeeded in producing an illuminating and interesting ex 
narrative of Wells’s life in Washington. While he is generous in his praise of it. 
Wells, he does not spare Wells the man and admits his weaknesses. He per- Su 
haps exaggerates the influence of Wells upon tax revision after the war but his to 
study will call the attention of tax students and economists in general to an sr 
early economist in government employment, his aspirations and achievements, vo 
his failures and the problems he encountered. The story is an interesting one | 
and the period which it covers was critical in American history. Se 
ALFRED G, BUEHLER wh 
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Money and Banking; Short-Term Credit = 

IS 

Monetary Reform Movements—A Survey of Recent Plans and Panaceas. rh 
By Joseru E, REEve. Introduction by WiLtarp L. THorp. (Washington: 

Am. Counc. on Public Affairs. 1943. Pp. xiv, 404. Paper, $3.25; cloth, ae 
$3.75.) diff 

In the very first sentence of his book, Dr. Reeve asserts that “monetary pro 
reform is distinctly a depression industry” and devotes the remainder of his ref 
book to a description and analysis of the main monetary reform movements 1" I 
America during the most recent depression. No person is a monetary reformer, Alt 
according to Reeve, unless he believes that the monetary, banking, oF fiscal in ¢ 
system has an important rdéle in causing business fluctuations —— Por 
circulating 


positive measures designed to control the volume or velocity of the 


medium toward the ultimate goal of ending depressions. Consequently, pro 


BOOK REVIEWS 919 


1943] 


ponents of the gold standard are, for the most part, not included. He further- 
more limits the discussion to those monetary reform proposals which com- 
manded some public attention, although he has examined a large number 
which never received any public support. 

The book is divided into four parts. In the first section, Reeve traces the 
history of monetary reform movements in the decade 1929 to 1939. He shows 
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yined that as the depression became more intense, the agitation for monetary reform 
and became more widespread and the suggested remedies more bizarre. During 
g. that decade great pressure was exerted upon both Congress and the President 
con- to embark upon programs of monetary expansion. Reeve traces the course of 
prob- most bills presented to Congress, analyzes arguments for them, and describes 
rting the character of popular support upon which each depended. The adroit 
ta in political maneuvering to which the various monetary reform blocs resorted 
in order to stimulate public and Congressional support is also traced. Further- 
taken more, the success of the monetary program which was finally adopted is 
-deral measured in terms of its objectives. In the second section, Reeve considers 
lysis. in detail the case for monetary expansion as set forth by three exponents who 
ternal were most successful in arousing popular interest and securing political 
rotec- action—Father Charles E. Coughlin, Senator Elmer Thomas, and Professor 
Irving Fisher. In presenting Coughlin’s program for monetary reform, Reeve 
esting explains that his summary may make it appear somewhat more consistent than 
ise of it actually was—an opinion with which this reviewer, re nembering the jumbled 
e per- Sunday afternoon harangues, agrees. While recognizing that Coughlin merely 
ut his touched on the fringes of the subject, Reeve suggests that he may deserve some 
to an small credit for recognizing the need for some eventual limitation on the 
nents, volume of currency in order to prevent inflation. 
1g one The second leader discussed is a Congressional proponent of inflation, 
Senator Elmer Thomas. Reeve finds him to be more of a political opportunist 
LER whose thinking on monetary subjects, although clearer than Coughlin’s, was 
not too realistic. Reeve states that the Senator was to be given credit for noting 
the futility of open market purchases in the early stages of the depression but 
likewise he has found Thomas failing in offering a plan for general over-all 
stabilization, once the new price level has been attained. 
. The third representative of the monetary expansionist school, Irving Fisher, 
_ is given a somewhat longer treatment, His thought is traced from the original 
ite: on guanne dollar” to his proposal for the adoption of 100 per cent money. 
cloth, While conceding the obvious fact that Fisher’s monetary reform proposals are 
more realistic than the others, Reeve asserts that “with his genius for making 
| difficult ideas appear simple, he over-simplified some of the fundamental 
<eH problems.” Reeve believes that Fisher was the most influential of the monetary 
of is reformers, although his influence was exerted only indirectly. 
ents « Reeve next turns to an analysis of the major proposals for monetary reform. 
ae Although he recognizes that it makes strange bedfellows in a number of cases, 
sc n order to reduce a multiplicity of monetary proposals to manageable pro- 
aes portions, he has classified monetary reforms into five distinct types: legal 


tender currency expansion, fiscal inflation, silver schemes, alterations of the 
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traditional gold standard, and employment of the banking system for monetary 
expansion. Miscellaneous proposals which cannot be classified are discussed 
in a separate chapter. 

The traditional arguments for and against legal tender currency expansion 
are reviewed, but Reeve concedes that this method might be used to control 
business fluctuations if the psychological fear of printing-press money did not 
lead to unmanageable shifts in the velocity of circulation. 

The case for fiscal inflation is presented in terms of proposals for “capital 
budgets,” and “cyclical budget balancing,” rather than in terms of proposals 
for the expansion of public works. While pointing out that the critics have 
virtually forced abandonment of the idea of annual budget balancing, Reeve 
does not believe that the proposals for “cyclical budget balancing” have been 
sufficiently well developed to serve as guides for fiscal policy makers. The 
statement that fiscal spending is necessary to maintain our “mature” economy 
is questioned, He suggests that while the age of extensive expansion has come 
to an end, the possibility of intensive expansion still remains. He does not, 
however, explain whether the intensive expansion will promise sufficient capital 
earnings to induce investment. Certainly, return upon low cost housing does 
not seem to have induced the investment of large amounts of private capital. 
All in all, Reeve indicates that the success of fiscal inflation is dependent upon 
other factors. 

The case for silver is treated, as it should be, as having political rather than 
economic merits. Into this chapter, Reeve compresses all the arguments ad- 
vanced in support of the monetization of silver and painstakingly points out 
the “half-truths, and superficial rationalization” inherent in all of them. It is, 
of course, too much to hope that, having been able to withstand the onslaught 
for years, the “silver” senators would abandon their cause under the attack 
of Reeve. 

Most proposals for the alteration of the gold standard have little merit, 
according to Reeve, although he recognized the necessity of abandoning the 
gold standard in 1933. Here, his analysis is confined for the most part to a 
summary of the arguments which raged after 1933 over the Warren-Pearson 
plan for gold devaluation and over the objectives of price stabilization and 
the mechanics of accomplishing it. In discussing the possibility of reconstruct- 
ing an international gold standard, he summarizes most of the arguments that 
are now being used in connection with the world bank proposals. Reeve 
rejects both the rigidity of the gold standard and the fluidity of free exchange 
rate fluctuations, and apparently looks with favor upon a compromise which 
has come to be called the “key-country” approach. He notes, however, the 
dangers inherent in such a compromise. 

In commenting upon monetary expansion via the banking system, Reeve 
notes that a commercial banker can make two contributions to speed recovery. 
He can liberalize loan policies and purchase government securities. Some sus: 
gestions for the liberalization of supervisory policies are also approved, but 
in the end Reeve concedes that the influence of the commercial banking sys‘¢™ 
is “largely indirect and environmental.” In passing, the reviewer would like 
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to note that the liberalization of commercial banking lending policies during 
periods of depression is not quite as simple as it would appear. A bank cannot, 
in the name of liberalized credit policy, make loans for the construction of 
rockets to the moon, nor can it refrain from taking measures to protect its 
depositors when a company obviously approaches bankruptcy. 

Turning to more drastic methods of banking reform, Reeve discusses the 
100 per cent money proposal. He does not hold much hope for its success, 
since he suggests that it might lead to the creation of money substitutes. To 
the suggestion for establishing government guarantees for loans he is not 
particularly sympathetic, except in borderline cases, He fears, as do most 
bankers, that government guarantees may lead to political credits. 

In appraising the reform movement of the thirties, Reeve concedes that 
monetary reformers “deserve credit for recognizing that deflation is a part of 
the monetary process,” but he does not give blanket approval to their solu- 
tions. He forecasts that, although monetary reform movements are quiescent 
at the present time, they will come to the front again if the post-war years are 
depression years. 

Reeve has undertaken in the book the difficult task of summarizing and 
evaluating monetary reform movements during the period of their greatest 
activity. All reformers are treated sympathetically, but sometimes he has had 
to dig very deep in order to find a point to commend. A study of the conflicting 
proposals for monetary reform was needed to round out the picture of the 
American economic system in the depression, and Dr. Reeve has produced a 
book which tells that story well. He introduces in passing some of the over- 
tones to the monetary controversies with references to Will Rogers and Gypsy 
Rose Lee. In short, Reeve has written a well-balanced and well-organized 
history of the period. The conflicting arguments are presented fairly, and 
Reeve’s comments upon them reflect a thoughtful and critical appraisal. 

Grorce W. COLEMAN 

Mississippi Valley Trust Co. 


International Trade, Finance and Economic Policy 


The Anglo-American Trade Agreement—A Study of British and American 
Commercial Policies, 1934-1939. By Cart Kremer. (Princeton: Prince- 
ton Univ. Press. 1943. Pp, xv, 270. $3.50.) 


This is an excellent book embracing careful scholarship and critical judg- 
ment in an area in which there are so many favorable biases in the literature 
of other workers in the field, not to mention the studied and calculating 
language used in official statements. Kreider has made use of the Anglo- 
American Trade Agreement in critically evaluating British and American 
commercial policies in the 1930’s. This approach to a study of commercial 
Policies has the great advantage of providing in a most specific way tests to 
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verify whether the reasoning with respect to commercial policy can be recon. 
ciled with its implementation. 

Kreider, after a very brief review of British commercial policy, American 
commercial policy, and the scope of the reciprocal agreement, analyzes the 
agreement in terms of whether or not commercial policy was substantially 
changed. This analysis for Britain is made in terms of (1) the trade agree- 
ment in the British trade agreements program, (2) its impact on the Ottowa 
system, and (3) its impact on British agricultural and industrial protectionism. 
His conclusions are that the agreement was an aberration from other agree- 
ments that made up the fairly well-known British bilateralist trade agreements 
program of the 1930’s; that the agreement did not substantially alter the 
Ottawa empire preferential system; and that neither British agricultural nor 
industrial protectionism was substantially changed, 

Lest Americans ignore Article VII of the Master Lend-Lease Agreement 
signed February 23, 1942, and providing for nondiscriminatory treatment of 
international commerce to be conducted after the war, and lest they ignore 
Minister Atlee’s admission that this would apply to empire preference, they 
are urged to read Kreider’s chapters on the British trade agreements program 
and the impact of the Anglo-American trade agreement upon the Ottawa 
system. It is not amiss to indicate Kreider’s discussion of the objections of 
the United Kingdom “in principle to preferential systems for contiguous 
territories outside the empire.” Of one of the British statements Kreider says, 
“A statement of this kind made during a conference designed to establish one 
of the most far-reaching preferential systems that the world has witnessed 
is hypocritical in the extreme.” Kreider shows that the Ottowa system was 
modified but its principle was not contested. One reciprocal credit for the 
great debits of lend-lease is found in the first (1942) victory for the principle 
of nondiscrimination in international commerce. The size of this credit, how- 
ever, will depend upon the vigor with which the United States sees that the 
principles shall find implementation in commercial policy after the war. 

With respect to agricultural protection Kreider notes that “the value of 
the agreement to American agriculture arose from concessions made by the 
British Treasury rather than by the agricultural interests.” He also observes 
that the agreement did little to alter the British system of industrial pro 
tectionism. In this connection another British statement concerning the im- 
portation of foreign films (one of the large imports of Britain from the United 
States) Kreider terms “ a neat tergiversation which it would be naive to con- 
sider a confusion of thought.” 

What has been said is plainly critical with respect to British commercial 
policy, Kreider has ably marshalled the evidence. In addition to the sub- 
stantial tariffs Britain erected in the inter-war period there is fairly wide- 
spread familiarity with the British bilateralist trade practices of the 1930's 
and her more recent bilateralist philosophy for the coming post-war period. 
Turning to the United States, the first admission that should quickly be made 
is the admission that United States tariffs are high tariffs. But beyond this 
Kreider shows that one great commercial policy issue between the United 
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States and Britain is the issue of nondiscrimination vs. discriminatory bi- 
lateralism. Kreider makes clear that the United States, with the exception of 
an aberration in policy in the case of the British quota treatment for United 
States hams, vigorously maintained its nondiscriminatory policy. Though 
agreement, as has been mentioned, has now been reached in favor of the 
American position further implementation of that agreement is hardly begun. 
In his final appraisal that “judged by the standards of the conventional 
theories of international trade the Anglo-American Agreement was sadly 
lacking” and that “neither Britain nor the United States made important 
changes in their policies of protection” Kreider has made clear the nature of 
the task ahead. 
ARTHUR R. UPGREN 
Minneapolis 


Foreign-Trade and Exchange Controls in Germany. U. S. Tariff Commission, 
report no. 150, 2nd ser. (Washington: Supt. Docs. 1942. Pp. xi, 294. 
35c.) 

The United States Tariff Commission has made public its report on the 
methods and policies of German foreign trade control with special reference 
to the period 1931-39, This bulletin has appeared in plenty of time to make 
clear to everyone interested in post-war problems the nature of German 
trade practices in the period just before the war. We shall need this informa- 
tion in discussing post-war trade and financial relations between states. It is 
a pity that what we know now was not so well understood ten years ago. 

The apparent reason for the institution of a strict governmental control of 
the movements of trade across Germany’s frontiers originally lay in the 
financial breakdown of July, 1931. The German government attempted to 
maintain some sort of trade with the outside world, and at the same time 
to retain the full domestic value of the German reichsmark. After the Nazis 
assumed power in 1933 the discrepancy between the real and nominal values 
of the reichsmark widened. Germany was well advanced along the road of 
credit inflation at home, and Dr. Schacht needed all his wiles to prevent a new 
depreciation of the mark from sapping the confidence of the German people 
in the economic stability of Hitler’s regime. For this main reason the existing 
foreign trade and exchange controls were progressively tightened until Ger- 
many became almost completely cut off from normal commercial relations 
with the outside world. 

Even if this system of strict control at the frontiers had been benevolent in 

intention and mild in operation it would still have succeeded in cutting down 

trade to a bare minimum, One reason for this lay in the multiplicity and 
complexity of the regulations themselves. New decrees were published so 
rapidly that American government representatives could not keep pace in 
ranslating and dispatching them to Washington. In order to avoid excessive 
cable expenditures I was compelled to cable the U. S. Department of Com- 
merce only very brief summaries of new decrees as they came out and in 
mentioning specific changes in tariff rates I was restricted to the mention of 
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only most important items. The American consulate in Berlin was swamped 
with the job of translating government decrees and was usually far behind 
in this task. 

When the text of new laws and decrees was published, printed copies were 
piled on the floor beside the desk of the unhappy transiator, who worked from 
the bottom of the pile. This pile usually stood higher than the top of his desk. 
In ordinary trade practice there is a normal lapse of several weeks or months 
between the placing of an order for foreign goods and the final shipment to 
the customer, During this period so many changes in regulations could and 
did take place that business men became discouraged and were unwilling to 
make new contracts. 

It soon became apparent after 1933 that the German trade and exchange 
restrictions were primarily designed to benefit the Germans at the expense 
of the foreign world, that there was no real mutuality in trading with nazi 
Germany, and that the German policy was designed to operate for a short 
period only. This period was the time of Germany’s rearmament and prepara- 
tion for world war. The Nazis could hardly have expected their system to 
last very long. They were bound to run out of “foreign suckers” sooner or 
later, but the system worked for a time and allowed the Germans to acquire 
fresh stores of needed raw materials on credit largely through their network 
of clearing and payment agreements and at the ultimate expense of their 
creditors. Such a system is essentially dishonest and violates the fundamental 
principle of fair commercial dealings, that a sale must benefit both buyer 
and seller if wholesome business relations are to continue. Nazi economists 
argued that the payment of debts owed to foreign creditors should not take 
precedence over the maintenance of living standards of the German people. 
Included in this standard of living was first of all the ability to rearm on a 
huge scale. 

An examination of the statistics of trade movements between Germany 
and a number of other countries has been included in the volume as published 
by the Tariff Commission. These figures show how the German authorities 
used the plight of their suppliers to obtain additional advantages from them 
and how the Germans succeeded in dominating the trade of some of their 
smaller neighbors. 

While this study presents an accurate account of the regulations and decrees 
which were put into effect by the Berlin government, it cannot very wel 
give much of the spirit which was behind them and in which they were applied. 
This nazi state of mind was characterized by a cynical disregard for the ‘n- 
terests of other countries. This was nowhere more clearly expressed than by 
Dr. Schacht himself in a public address. He was speaking about the deprecia- 
tion of the reichsmark abroad and he stated, “It is only the Reichsmarks for- 
eigners own that have depreciated. The marks we own retain their full value. 

In effect this was jeering at the unhappy position of foreigners who were 
the holders of German currency and German obligations. It was Dr. Schacht’s 
own decrees, particularly those which forbade the reimportation of German 
currency and securities into the country, which caused most of this de 
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preciation. If foreign holders had the confidence in Germany’s future which 
Dr. Schacht expected them to show, they would have from necessity been 
obliged to hang on to their reichsmark holdings for a very long time, possibly 
until the successful conclusion of several nazi wars, when they could cash in. 
This would have made them involuntary, long-term creditors and in many 
cases creditors who were not able to draw interest on their investments. 

Dr. Schacht’s cynicism about Germany’s financial integrity went so far 
that he even seemed to take pleasure in the distress of foreign creditors, 
and he enjoyed the sensation of confusing and bewildering them. I well re- 
member one occasion in 1936 when I accompanied the American Secretary 
of Commerce, Daniel C. Roper, on a visit to the Reichsbank. Secretary Roper 
was naturally interested in the way Germany was financing her rearmament 
and inquired of Dr. Schacht, “Just how do you get the funds for all this?” 
With a merry gleam in his eye the German financial wizard reached high 
into the air with his long bony hands and made the motion of plucking leaves 
off imaginary trees as he said, “I just pick the money out of the air.” 

Another prominent feature of the administration of German financial and 
trade control was the arbitrary power given to certain individuals in the 
German government to pass upon the applications of business firms for ex- 
change permits. Since the authorities had set up advisory committees repre- 
senting the main branches of German industry, the wishes of leading German 
firms carried great weight in the approval or rejection of permits to their 
associates and competitors. 

Inevitably this practice of arbitrary decision led to official corruption. It 
became well known in Berlin that successful applications for exchange per- 
mits should be accompanied by tangible rewards. Sometimes these ran into 
high figures. Curiously enough, in many cases small gifts of rare articles were 
very successful in obtaining needed official documents. It was reliably re- 
ported that the standard bribe of two cartons of American cigarettes would 
usually insure the granting of exchange permits in doubtful cases, when 
there was no substantial objection. Some of the German officials had acquired 
the un-German habit of smoking American cigarettes with their characteristic 
flavor and could no longer be satisfied by the domestic brands. The exchange 
and tariff regulations brought the cost of an ordinary 15-cent packet to the 
price of 6 marks in tobacco stores and 9 marks plus 10 per cent tax in hotels 
and night clubs. This price raised them to the status of real luxuries, presents 
it for a Nazi bigshot. 

A re-reading of the German foreign trade and exchange regulations 
deepens my conviction that this sort of trade control must never happen again, 
that import and export quotas and foreign exchange controls are sharp-edged 
Weapons which ought not to be used in peacetime trade between civilized 
countries, that they are in essence arbitrary and unfair, lead to favoritism 
and corruption, to discrimination between nations and individual traders, and 
eventually to war, 

Douc Las MILLER 

Washington, D.C. 
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Life Insurance: Trends and Problems. Edited by Daviy McCanan. Huebner 
Foundation lectures. (Philadelphia: Univ. of Pennsylvania Press, 1943. 
Pp. xiii, 247, $2.00.) 

This book consists of a series of twelve lectures given under the auspices of 
the Huebner Foundation (set up to provide fellowships and graduate scholar- 
ships and otherwise assist in training at the University of Pennsylvania) 
during the academic year 1941-42, with a brief Introduction by Thomas I. 
Parkinson, president of the Equitable Life Assurance Society and Chairman 
of the Codperating Committee for the S. S. Huebner Foundation for Insurance 
Education. 

The lectures are by leading representatives of the life insurance business, 
mostly presidents or vice-presidents of life insurance companies, They are 
grouped in three parts in the book: Part I, Public Aspects Relating to Life 
Insurance (2 lectures); Part II, Significant Trends and Problems Affecting 
Life Insurance Costs (5 lectures); and Part III, Significant Trends and De- 
velopments in Distribution and Public Understanding of Life Insurance 
(5 lectures). 

The first paper in Part I on “Insurance Supervision” by Leroy A. Lincoln, 
president of the Metropolitan Life Insurance Co., is a hasty survey of state 
supervision with the emphasis on best practice. There is about three-fourths 
of a page on the Temporary National Economic Committee investigation 
which tells what it was authorized to do, but nothing of what it did. “No 
legislation has so far resulted from that inquiry.” The last topic in this paper 
is “Advantage of Decentralized Regulation and Supervision.” The point of 
view is at the opposite pole from that of insurance executives of a generation 
ago when the case of New York Life vs. Deer Lodge County, Montana, was 
framed to bring again before the Supreme Court the question of state or 
federal control of insurance. 

The other lecture in this part, “A Philosophical View of Life Insurance” by 
Frank L. Jones, vice-president of the Equitable, it seems to this reviewer, 
throws more light on Mr. Jones’s admiration for life insurance than upon life 
insurance as a conscientious teacher would want to present it to his class. 

The papers in Part II get down to earth and are much better. In his paper 
on “Life Insurance Company Investments,” Frank J. Travers, second vice- 
president of The Lincoln National Life Insurance Co., discusses frankly some 
of the important and difficult problems at present facing the investment 
officers of the companies. Equally frank and pointed is the paper by President 
Adolph A. Rydgren of the Continental American Life Insurance Co. on “The 
Significance of Reduced Interest Earnings.” The next paper, “Some Problems 
of Life Insurance Medical Selection from Past to Present,” by Dr. Donald 5. 
Cragin, medical director of the Aetna Life Insurance Co., is well written and 
not without interest, but this reviewer believes a better picture of life insurance 
underwriting for the prospective insurance teacher could have been given by 


So 


* 

| 
L 

sl 

re 

of 

th 


ness, 
are 

Life 
cting 
| De- 
rance 


coln, 
state 
urths 
ation 

“ N 0 
paper 
nt of 
ation 
, was 
te or 


e” by 
ewer, 
n life 


paper 
vice- 
some 
tment 
sident 
“The 
blems 
Id B. 
n and 
rance 
en by 


1943] BOOK REVIEWS 927 


one of the actuaries or lay underwriters serving on the underwriting committee 
of one of the large companies. 

The paper on “Contemplated Changes in Mortality Tables, Reserve Bases 
and Non-Forfeiture Values,” by E. E. Rhodes, vice-president of The Mutual 
Benefit Life Insurance Co., presents a well-established mutual company view 
critical of the changes which have by now been enacted in most of the states 
having large life insurance interests, though not yet mandatory. It seems a 
bit unfortunate that there is not also a paper presenting the view of those 
supporting the new plan of reserves and nonforfeiture values. The concluding 
paper of this part, “Comparative Net Cost Factors in Ordinary, Group and 
Industrial Insurance” by Valentine Howell, vice-president and actuary of 
The Prudential Insurance Co., presents some interesting figures and ably 
defends industrial life insurance against the popular attack on it as being 
needlessly costly. 

President M. Albert Linton of the Provident Mutual Life Insurance Co. is 
unusually well-qualified by training (like Rydgren, Rhodes and Howell, he is 
an actuary, a former president of the Actuarial Society of America) and 
experience (as vice-president of his company he gave attention for several 
years to its agency system) to discuss “Research in Life Insurance Distribu- 
tion.” The paper is informative and thought provoking. The next paper on 
“The Present and Future of Sales Research in Life Insurance” by John Mar- 
shall Holcomb, Jr., manager of the Life Insurance Sales Research Bureau, 
gives a good presentation of the codperative work in this field done by life 
insurance companies through the bureau. 

The paper on “Comparative Services in the Distribution of Ordinary, In- 
dustrial and Group Life Insurance” by Paul F. Clark, vice-president of John 
Hancock Mutual Life Insurance Co., meanders a good deal over the nature 
of life insurance, the contributions of Dr. Huebner and the American College 
of Life Underwriters to the development of a better type of life insurance 
field representatives, a defense of industrial life insurance, and the changing 
pattern of income distribution in the United States and its probable effect on 
life insurance distribution, and closes with emphasis on the anti-inflationary 
service of life insurance, In the next paper Joseph H. Reese, general agent of 
The Penn Mutual Life Insurance Co., gives a good description and discussion 
of the “Organization and Functions of the Agency in Modern Life Insurance 
Distribution.” An understanding of this is, of course, essential to an understand- 
ing of life insurance in its present-day practice. 

The series closes with a paper on “A New Era in Public Understanding of 
Life Insurance” by Holgar J. Johnson, president of the Institute of Life In- 
surance. In this Mr. Johnson discusses the need in any business of good public 
relations and the bases of good public relations and relates the publicity work 
re. + a probably more or less familiar to readers of this review, to 

end. 
A. H. Mowsray 

University of California 
Berkeley 
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Public Control of Business; Public Administration; 
National Defense and War 


Wartime Price Control. By Grorce P. ApAms. Foreword by Carus 0. 
Harpy. (Washington: Am. Counc. on Public Affairs. 1942. Pp. x, 153, 


Except for one chapter on “Recent Developments,” this book deals largely 
with price control in the last World War. The significant chapters cover in 
outline the work of the Food Administration, the Fuel Administration, and 
the Price Fixing Committee, together with two final chapters of analysis and 
evaluation. The author treats successfully many of the problems and activities 
of the price agencies without becoming immersed in a welter of detail; 
indeed, his analysis is at time sketchy. 

The failure of the Food Administration to control the meat packing industry 
caused President Wilson to request the Federal Trade Commission to investi- 
gate, which brought the Commission into more or less continuous conflict 
with the War Food Administration. Among the price-fixing agencies, only the 
Federal Trade Commission seems to have placed major emphasis on bringing 
prices down. 

The successful handling of the equalization plan on sugar in 1918 was 


perhaps the most interesting job of the Food Administration. The Congress 


fixed a minimum price for wheat. The author, curiously, relegates to a foot- 
note the fact that the increase in wheat acreage was accompanied by a decline 
in corn acreage. The War Food Administration failed to tie up a program on 
feed grains and livestock. 


The handling of copper is indicative of the Price Fixing Committee's ap- § 
proach. The cost of producing a pound of electrolytic copper ranged from 8.7 | 


to 32 cents. Eighty-seven per cent of the output was produced at 20 cents per 
pound or below. The committee was unwilling either to lower the price from 
the 25-26 cent level or to use other means of differentiating the output. Again 


and again, the Federal Trade Commission urged pooling and the abandonment § 


of the bulk line principle. 

The author appears unable fully to make up his mind regarding the dogma 
that higher prices increase production, The failure of the Federal Trade Com- 
mission “to get its way meant, in effect, that governmental economy and 


control of the cost of living were subordinated to the need for enlarged output” 
(p. 101). Yet, he pointed out earlier in connection with the same problem of § 
bulk line pricing that “the very high cost mines often showed less than half J 


the tonnage per employee usually obtained in their district and their elimina- 


tion [was] an economical advantage to a district in releasing labor to more ; 
efficient mines” (p. 51). Furthermore, in a brief discussion of the general price J 


freeze, the author points to the fact that the Germans were able to freeze 


prices without being plunged into economic chaos or without suffering pr § 


duction failures. Unfortunately, he does not follow through with any explana- 
tion of why. 


One of the most important developments in the technique of price control J 
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yas the purchase of the entire wool clip in 1918, the machinery for which 
yas devised by the Price Fixing Committee. While the operation appears to 
have been successful, in a technical sense, wool prices were stabilized at three 
times their pre-war level. 

Late in 1918, the Price Fixing Committee was of the opinion that the cotton 
textile prices were too high, As the result of the pressure of the industry, how- 
ever, the existing prices were maintained and the board issued this interesting 
statement: “The Committee wishes it to be understood that the prices enu- 
merated . . . are not endorsed as just and reasonable. . . . It is not recom- 
mended by any implication that these prices must now be paid by the 
Government, by the Allies, or by the public. .. .” (p. 98). 

The author’s treatment of profits, which does not really get into the prob- 
lem of a profits standard for price control, concludes with this comment re- 
garding the burden of inflation: “What does matter is the fact that the various 
price-fixing agencies permitted profits to be made which fully compensated 
for the increase in the cost of living” (pp. 107-08). 

The book is characterized by judicious, if cautious, comment on many of 
the significant questions arising out of wartime price control. The analysis 
is suggestive but is not fully developed. 

Don D. HuMPHREY 

Washington, D.C. 


The American Patent System, An Economic Interpretation. By WiLL1AM B. 
BenNeTT, (Baton Rouge: Louisiana State Univ. Press. 1943. Pp. vi, 259. 
$3.00.) 


It is within the past two decades that we have become fully aware of the 
existence of the United States patent system as a truly dynamic factor in our 
national economy. Emergence of that awareness has fostered a wealth of 
aploratory literature analyzing, probing, explaining, attacking, or defending 
ihe various aspects and ramifications of this unique system. Yet the writings 
in the field have only in small part presented a completely economic analysis 
of this most significant economic institution. Attention has heretofore been 
centered primarily on legal analysis; on defining the precise boundaries of 
the patent right; and on charting for the patentee an ascertainable course of 
conduct through a maze of technicality. 

. Unique then is the approach of Dr. Bennett’s thesis. For, as its title 
implies, it is concerned with an analysis of patent practices from the stand- 
pont of economic theory, rather than from that of the traditional legalistic 
‘amination, which must apparently turn primarily on precedent and logistics. 
Here are the teachings of Adam Smith, Thorstein Veblen, and John Stuart 
Mill applied to an investigation of the patent system; here are the charts, 
‘uves and tables of the economist used as the basis for analysis of such 
questions as motives of inventors, patents and antitrust law, terms of license 
agreements, and patents and international trade; here are such concepts as 
monopolistic competition,” “monopsony” and “oligopsony” introduced into 
consideration of the effect of patent practices. 
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This emphasis on the economic significance of patents is well merited. Oc. 
casionally the courts will establish for realistic reasons a variation on a rule 
the offspring of an unvoiced economic consciousness and conscience, only to 
allow the variation itself to solidify when a body of encrusting precedent sur- 
rounds it—and new cases are decided by rote rather than by reason. 

Only with the awareness and acceptance of the economic realities inherent 
in each situation will the courts be enabled to achieve results consistently in 
accord with the public interest. So it is that the study of elasticity of demand, 
marginal cost curves, and limited competition assumes a significance far 
beyond the academic, a significance at least paralleling that attaching to such 
_ concepts as restraint of trade and unreasonable monopoly more traditionally 

the center of discussion in this field. 

The author’s conclusions are of interest in view of intense recent agitation 
for wholesale rewriting of the patent laws: “Basic changes in the patent laws 
are neither desirable nor necessary. They are undesirable because any re- 
duction in the patent grant would tend to have an adverse effect upon inven- 
tive activity. Changes in the patent laws are unnecessary because the offending 
practices are really against the public interest, which the government monopoly 
policy should protect.” 

Dr. Bennett’s specific proposal is that monopolies be recognized as falling 
into two categories—those founded upon restriction and those based on 
efficiency. While “the traditional antitrust policy is the proper one for deal- 
ing with monopolies that are founded on restriction of output and unfair trade 
practices,” where a monopoly is based upon efficiency “the public interest is 
served best by encouraging expansion and concentration, and regulating the 
resultant monopoly to assure that the economies are passed on to consumers.” 

The book is readable and the subject is timely. It is regrettable, however, 
that the manuscript itself is already somewhat out of date. With the exception 
of a brief discussion of international patent agreements, which is based on the 
Senate Hearings in 1942, the entire volume indicates an early composition 
which has not been revised. This has led to a few glaring inaccuracies such as 
the repeated reference to the consent decree in the suit against the Glass 
Container Industry which, in fact, proceeded to trial and resulted over a year 
ago in a decision for the government and which is even now before the 
Supreme Court. But it is doubly unfortunate in that the manuscript is some 
three years behind times in its review of legal developments in the field, and 
lacks the benefit of a veritable flood of pertinent literature which has appeared 
since 1940. 

However, the economic analysis of the diverse phases of the patent system 
is excellent, and is as timeless as is our entire body of economic thought. The 
book is unique in its approach, and presents a definite contribution to the 
literature in the field. 

LaurENCE I. Woop 

Washington, D.C. 
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War-time Price Control in New Zealand. By H. L. Wise. (Melbourne: Whit- 
combe and Tombs. 1943. Pp. 79. 3s. 6d.) 


In this small volume, H. L, Wise, a member of the New Zealand Price 
Tribunal, outlines the measures taken to control prices in that country during 
the current conflict. The discussion of New Zealand controls is preceded by a 
general statement of the methods and objectives of price control (chaps. II and 
and III), practically all of which was taken verbatim from my Government 
Price Fixing (Pitman, 1938) without acknowledgment. 

New Zealand had established machinery for and was fixing many prices 
before September, 1939, so that the transition to wartime control required 
fewer readjustments than in other countries. These pre-war controls are out- 
lined briefly. Upon the outbreak of the war all prices were frozen and prior 
permission was required to raise them. Rising costs of imports, which play an 
important réle, necessitated higher prices; but these increases were restricted 
to the actual amounts involved and could only be applied to the products 
which incurred higher costs. The measures to restrict profiteering were supple- 
mented two years later by the specific fixing of prices of many items con- 
tained in the cost of living index. Finally, late in 1942, the number of products 
subject to direct price control was extended considerably, and rents and 
wages were frozen, Further increases in wages were made dependent upon 
increases in the cost of living and take the form of a bonus paid under pre- 
scribed conditions. Subsidies are also used where necessary. 

In considering applications for price increases, the Price Tribunal estab- 
lished the following principles designed to keep increases moderate: (1) Only 
the actual increase in costs is permitted and only on that part of the supply 
incurring the higher costs. (2) Where gross profits margins are “excessively 
high” increased costs must be absorbed by the seller. Prices may not be raised 
to cover replacement costs but under appropriate circumstances the cost of 
new and old stocks may be averaged. 

Following the discussion of the above developments, a major section (about 
one quarter of this small volume) is devoted to outlining the specific measures 
taken for designated groups of products. Although the problems of price 
control are not detailed, special mention must be made of one major excep- 
tion, namely, an excellent section dealing with the problems of fixing farm 
prices, particularly fruits and vegetables (chap. XIV). 

Most of the volume is concerned with a description of the measures taken 
‘o control prices with little emphasis upon the effects which appear to have 
been similar to those in other countries. Thus, there are passing references, 
without detailed discussion, to such familiar developments as black markets, 
disappearance of low price and low profit lines, pyramiding of prices because 
products were passed through the hands of an excessive number of middle- 
men, the difficulties of enforcing prices when they vary between sellers, and 
iritation and misunderstanding by the public because certain prices rose 
substantially more than the average of living costs. 

Mr. Wise observes that “complete stabilization of the prices of all com- 
modities appears to be impracticable and the most that can be achieved in 
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such circumstances is the stabilization of a relatively small number of selected 
lines” (p. 29). Such a program requires comprehensive controls to stabilize 
important cost of living items and must be supplemented by a general anti- 
profiteering policy to limit “unreasonable” increases in other prices. Other 
measures of control (e.g., priority system, licensing, etc.) are required to pre- 
vent an undue diversion of resources into these relatively uncontrolled fields. 
Mr. Wise does not indicate the extent to which these supplementary controls 
were introduced, 

The author has been concerned primarily with the measures to fix the prices 
of particular products. Except for the brief discussion of wage policy, no 
information is given concerning the environment (peculiarities of New Zea- 
land economy, political arrangements, other controls, fiscal policy, etc.) in 
which price control must operate and the special pressures which are affecting 
prices. While the importance of fiscal policy as a supplement to price control 
is mentioned, the size of the budget, the source of revenues, relationship to 
national income and similar data vital to an evaluation of price policy are 
not presented or discussed. The inclusion of such material would have im- 
proved the usefulness of the volume and given the reader a better picture 
of New Zealand controls. But in the limited area covered, Mr. Wise has given 
us a workmanlike picture of the structure of direct price control which will 
prove very useful to those interested in making international comparisons. 

Jutes BACKMAN 

New York University 


Marketing; Domestic Trade 


History of Macy’s of New York, 1858-1919. By Ratpu M. Hower. Stud. in 
bus. hist. no. VII. (Cambridge: Harvard Univ. Press. 1943. Pp. xxvii, 
500. $3.75) 

This book is the first volume of a proposed two-volume history of 
R. H. Macy and Company. The second volume is not to be written until after 
the end of the present war. The author is assistant professor of business 
history in the Graduate School of Business Administration, Harvard Univer- 
sity, and this study is the seventh published in the series of Harvard Studies 
in Business History which is under the editorship of Professor N. S. R. Gras. 

Dr. Hower has done a prodigious amount of work in his attempt to secure 
trustworthy information for this interesting and valuable report. Old files, 
newspapers, correspondence, store records, credit reports, published ma- 
terials in books, interviews with old employees, and other possible sources of 
information have apparently been utilized in a profitable manner. Approx!- 
mately 65 pages of the book are used to cite references and to give illuminat- 
ing comments and interpretation with reterence to the text material. The book 
represents an attempt of a scholar, as distinguished from a journalist, to wrt 
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a history of a business firm in a popular style. The flow of the story has been 
facilitated greatly by placing footnote references and commentaries in a sec- 
tion at the end of the book; many readers, however, are likely to find a con- 
siderable part of the book somewhat tedious. It is a relief to find a history 
of a business firm that is not given over to an exaggerated eulogy of the 
founder of the organization. 

The author outlines the transition of Macy’s from a small proprietorship, 
through several different partnerships, to the present corporate form of 
organization. He presents a moving biography of the founder and significant 
facts, evaluations, and comments concerning two generations of the Straus 
family; he traces, in some detail, the development of a small retail store of 
1858 through its various growing pains to the large department store of 1919. 
A short epilogue gives some interesting information for the period beginning 
with 1920. This is the period to be covered in the second volume. The book 
gives a somewhat sketchy history of retailing in the United States, with some 
illuminating sidelights on large-scale retailing in England and France. The 
author places his major emphasis on the problems, methods, and policies 
of retailing rather than on personalities. Considerable attention is given to 
the influence of economic, social, and political factors on the policies and 
practices followed by the management during the period of evolution. The 
effect of competition on management, organization, and policies, in the 
retail field is clearly demonstrated, 

This particular book furnishes valuable material to illustrate the general 
principles of management as they may be applied in the retail field; it 
emphasizes the dynamic character of the problems met in merchandising 
during a period of rapid industrial growth, and during an era when drastic 
political and social adjustments were transpiring. While the impact of ex- 
ternal factors on management is strongly stressed, the author does not over- 
look or underestimate the necessity for management to make essential change 
and modifications in internal factors so as to bring organization, policies, and 
practices in harmony with the controlling external forces. The particular de- 
velopments within the firm, for example, were not “inevitable” but came 
about as a result of the decisions of certain individuals. They might have 
decided otherwise; some competitors did. 

The author contends that the American department store grew out of 
American conditions and was not copied from or modeled after Paris or 
London stores of similar kind. He believes that the development of depart- 
ment stores in the United States, England, and France was in response to 
— forces and conditions existing more or less simultaneously in the three 
ountries, 

_Dr. Hower points out the changes in policy and practice of Macy’s toward 
diversification, integration, and specialization in merchandise and in functions, 
and states quite convincingly that these changes were the result of decisions 
based on the influence of current conditions. Thus, a retailer finding his 
volume of sales growing might find it profitable to engage in wholesaling, 
importing, and even manufacturing. Later conditions might make it more 


ER | | 
ted | 
ize | 
| 
her | | 
re- | 
ds. 
‘ols 
ices 
no 
in 
‘ing 
trol 
) to 
are | 
im- 
‘ure 
ven | 
will 
ons. 


934 THE AMERICAN ECONOMIC REVIEW [ DECEMBER 
advantageous for him to give up some of these activities because, for certain 
reasons, he could secure his merchandise on better terms from specialized 
wholesalers, importers, or more efficient manufacturers. Growth in size of 
population, a more concentrated market, improved local transportation {a- 
cilities, improved delivery equipment, and increased purchasing power, among 
other factors, made it profitable to increase the variety and quantity of goods 
carried. Competition was a potent factor in moulding merchandising prac- 
tices. The author goes into considerable detail to establish the causative 
factors for a large number of changes made during the period covered. The 
supplementary comment with reference to retailing in general is one of the 
valuable contributions of this work. 

The author does a service in pointing out that, although Macy’s stressed 
“one-price” and “sale for cash,” a small number of other merchants appar- 
ently were following similar methods, and a few had established such practices 
before the time of Macy. The policies of delivery of merchandise and of 
satisfaction guaranteed or money returned were in limited use in the United 
States, England, and France during the early period covered by the book, 
although these practices were not widely used. 

Macy seemed to have recognized early in his merchandising career the 
efficacy of advertising. At times he used more advertising, in proportion to 
his volume of sales, than his competitors. His major theme was low price. 
He emphasized his ability to secure goods that could be sold at prices lower 
than those asked by his competitors. Later on the policy of selling comparable 
goods at a fixed percentage below prices of competitors was established and 
forcefully publicized. 

Dr. Hower goes into considerable detail to indicate how growth in size 
and changes in external conditions made necessary changes in organization, 
policies, procedures, and practices. He presents, for example, an illuminating 
picture of the earlier methods of accounting, rating, stock-control, pricing, 
and profit determination, and shows the inadequacy of these methods. When 
management became aware of the defects, it began the difficult task of making 
the necessary changes to secure effective direction and control. 

This history of Macy’s illustrates the reaction of a retail establishment to 
its environment and also indicates the influence of the firm upon its environ- 
ment. The driving force, business acumen, and the human frailties of person- 
alities are given due emphasis. The management did not represent perfec- 
tion; mistakes were made; personnel was changed. The development and 
expansion of the firm reflected the managerial capacity in control at stated 
periods. Increased size made necessary a higher degree of specialization in 
organization, delegation of authority, and the more definite placement of 
responsibility, The problem of locating sources of managerial talent was 
recognized and provision for adequate training of selected individuals for 
administrative tasks was made. The second volume will doubtlessly show, 
among other things, how the management met the problems generated by the 
depression of the thirties and by the present war. ; 

This is a difficult book to review because of the mass of detail involved 
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The reviewer recommends its reading by those especially interested in busi- 
ness history, marketing, and business organization and operation. 
J. FREEMAN PYLE 
University of Maryland 


Labor and Industrial Relations 


Economics and Problems of Labor. By Puitip Tart. (Harrisburg: Stackpole 
Sons. 1942. Pp, xx, 994. $4.00.) 

This is an up-to-date version of the traditional American text in the field 
of labor and industrial relations. If labor texts could be divided into those 
concerned primarily with (1) “labor economics” and (2) “labor problems,” 
Taft’s text would fall into the latter group. 

The book is well outlined, written in a straight-forward, readable style, 
and the publishers are to be commended on its legibility. The arrangement 
of the subject matter follows the usual pattern, progressing from “‘problems,” 
to a discussion of wages, a history of trade unionism, an outline of union 
structure, a description of collective bargaining, and concluding with a state- 
ment on theories of social reform. Taft has worked into his treatment of each 
of these subjects references to current developments and has drawn upon re- 
cent monographs which have added notably to the available literature, particu- 
larly in the field of collective bargaining and labor relations. Included is a 
revision of his chapter on “labor and the war” from An Introduction to War 
Economics, prepared by Brown University economists. 

The section on union history in the United States is one of the best out- 
lined and clearest presentations available. The discussion of collective bar- 
gaining is also unusually complete and interesting. It is illustrated with de- 
scriptions of the history and practice of collective bargaining in a dozen 
leading industries, including coal, clothing, steel and trucking. The attention 
given to the dynamics of union operation, as well as to union structure, is a 
welcome contrast to some earlier texts. 

The rather extended treatment of unemployment probably reflects the in- 
fluence of the 1930’s on the thinking and writing of economists. Compara- 
tively little attention is paid, on the other hand, to labor movements in foreign 
countries, which are discussed principally in relation to “theories of social 
reform.” In preparing students for an understanding of post-war develop- 
ments, a more complete discussion of the part played in Europe by the 
economic and political organizations of labor would not be amiss. Light 
treatment is also given to the discussion of government control over labor 
disputes, despite its growing importance and many implications. Only one- 
third the space is assigned to it that is given to the discussion of industrial 
accidents and diseases. 

Though by no means an apologist for organized labor in the United States, 
aft is sympathetic to it. He views organized labor as a “conservative force” 
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in society and consequently believes that industry should show a “coéperative 
spirit.” This follows very closely the thesis developed so thoroughly by Selig 
Perlman, “Academicians who attack labor organization in the name of ‘up. 
fettered production’ perform a job for reaction. Destruction of unionism 
would lead to industrial absolutism and monopoly, and not to the unshackling 
of industry. For the common man the world over, the trade unions represent 
a means whereby adjustments may be made slowly without recourse to 
violence and destruction.” 

The author believes that the tactics and outlook of organized labor must 
change, however, in coming years. With the increasing importance of the 
state and of welfare legislation, the opposition of Samuel Gompers to politi- 
cal action is outdated. Economic actior. will increasingly be supplemented by 
political activity. With the growing strength of the state and of the unions, 
increased control by the government over both their internal and external 
operations can be expected. This control will take the form of guarantees 
of democratic functioning, forced accounting for funds, elimination of rack- 
eteering, and enforcement of contracts, among other requirements. Now that 
labor organizations are coming of age in this country, they should develop 
a philosophy and program which will embrace the welfare of the entire 
working class and, beyond it, of the nation. This will mean abandonment of 
support for selfish and antisocial policies of individual unions. 

The emphasis of the book is primarily on description rather than analysis. 
It will appeal most to those students who are satisfied to know “what” 
rather than “why.” For example, in the discussion of unemployment, less 
than one-tenth the space is devoted to theories explaining the volume of 
employment and the remainder is a description of types of unemployment and 
methods for its alleviation, such as public works. More words are written 
on work relief than on an economic analysis of the causes of unemployment. 
The great controversy between the classical and Keynesian schools is dis- 
missed in two and one-half pages, the same number of pages given to an 
outline of the administrative procedure of the United States Employment 
Service. In the discussion of wages, ten pages are assigned to wage theory as 
compared with more than fifty on trends of wages, methods of wage payment, 
etc. In the section on trade union tactics, also, little space is given to cause 
and effect as compared with description. The analysis of the bases for and 
the effects of trade union wage policy is very brief and rather superficial. 

The inclusion of information to supply background and a discussion of 
related fields to give a well-rounded picture, makes the book most useful to 
students who have had little elementary training in economics, or who are 
unlikely to take work in related fields. A short summary is presented 0! 
economic history since the Middle Ages, of the structure of the American 
economy, of population problems and of business cycle theory. Each of these 
discussions is less adequate than that in the standard text in elementary 
economics. It is questionable, consequently, whether they are necessary 
appendages to a labor text. Interest in the book may be dulled for those 
students to whom this material is a review since it comes in the early patt 
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of the book. It might be better to begin directly with a discussion of labor 
problems or of organized labor. 

Taft has also chosen to make the book comprehensive, so that the student 
who is unlikely to take other work in related fields is made aware of theories 
of social reform and the details of social insurance. If this were not done, 
many students might be left quite ignorant of these subjects. On the other 
hand, it is particularly difficult to cover adequately theories of economic re- 
form as a side light to a course in labor and consequently the treatment must 
be somewhat inadequate. 

These comments on the inclusion of background material and of a dis- 
cussion of related subjects should not be construed as a criticism of Taft’s 


iti- 

by text, Other textbook writers, facing the same problems regarding scope of 
ms, content, have come to the same conclusion. It is always possible, where the 
nal background of the student can be relied upon and where courses on related 


tees fields are available, for the teacher of the text to omit certain sections of the 
book, 

Again, in common with the standard textbook approach, the student is 
offered a smorgdsbord treatment of controversial subjects. The various points 
tire of view on such questions as wage cuts in a depression, and the effect of 
technological changes on the volume of unemployment, for example, are pre- 
sented as problems for the student to solve with little guidance. This does 
create the aura of impartiality around the book, but leaves the student in 
some frustration asking, ‘“What is the answer?” Most students are sufficiently 
less sophisticated to avoid accepting unthinkingly the answers of any one author, 
e of but they do like to know his positions on perplexing issues and the bases for 
and them. 

itten Every textbook writer faces, among other difficulties, the task of choosing 
rent. between description and analysis, and between encyclopedic coverage and 


dis- concentrated treatment of selected subjects. Taft has made the customary 
> an choice in both instances. His text is an excellent example of its type and a 
nent welcome addition to the field. 

y as CLARK KERR 


nent University of Washington 


Population; Migration; Vital Statistics 


ul to 

» are Population Problems. By WARREN S. THompPson. 3rd ed. (New York: 
d of McGraw-Hill. 1942. Pp. xi, 471. $4.00.) 

rican The third edition of Warren S. Thompson’s Population Problems is an ex- 
these cellent recasting of the main structure of his earlier editions to include such 
ntary revisions of fact and theory as recent rapid advances in demographic studies 
ssary have made necessary. It includes new chapters on “The Future Growth 
those of Population in the United States and its Consequences” and “Further 


‘part Comments on the Economy of a Stationary or Declining Population.” The 
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earlier chapters on “The Optimum Population” and “The Control of Popula- 
tion Growth” have been omitted, and there are two new chapters on national 
population policies. Throughout there is a careful distinction between objec- 
tive facts and the author’s interpretation of those facts. The reviewer thinks 
it much the best general treatment of the subject and has found it a highly 
effective and stimulating text for an introductory class. 

Many sections of the book merit more extensive discussion than is possible 
here. For example, the treatments of the problems of large cities, population 
quality, factors affecting trends in fertility, migration, and population policy 
are informative, thoughtful, and, as must be the case in a comprehensive text, 
provocative of controversial comment. However, for economists, particularly 
in the present world setting, the most stimulating and controversial sections 
of the book are those that deal with the relation of population change to war 
and international policies, and the views of resources, trade, and migration 
that underpin them. 

Thompson urges the need of growing nations for larger resources, referring 
especially to Japan, Italy, and Germany with a forcefulness, honesty, and 
courage that is eloquent testimony to the freedom of American scholarship. 
Moreover, his record as a prophet commands a hearing. To an extent that 
seldom happens, he is in a position to say, and does in effect say, “I told 
you so.” In point of fact, much of his discussion of these matters is almost 
verbatim quotation from his Danger Spots in World Population, written in 
1929 as a prediction. It now reads just as well as a description of the past 
and, Thompson believes, is still a valid warning for the future. 

In his own words, “The author’s thesis here is that the changing rates of 
population growth are an important factor in creating changing pressures of 
population on the resources available to different peoples and that these 
changing pressures if disregarded are almost certain to lead to violent at- 
tempts to effect new adjustments more favorable to the growing people. It 
is the author’s belief that the present war is in large measure the conse- 
quence of past disregard of these changing pressures of population on re- 
sources and that if in the peace conference which is to come this situation 
is not faced frankly and honestly the war will have been fought largely in 
vain” (p. 262). He argues that “. . . the sensible thing to do was to make 
territorial and economic adjustments to take care of these changes in numbers 
until such time as man did purposefully control his numbers, In my opinion 
the alternative to making these adjustments voluntarily is war, which not 
only seldom solves the problems which have led to it but is an extremely 
costly process both economically and spiritually” (pp. 278-79). 

The reviewer finds himself in substantial agreement with the view that 
differences in the rate of population growth, among other things, make im- 
possible the maintenance of a rigid status quo, and that attempts to stop 
change will lead to war in the future as they have in the past. Nor has he any 
serious quarrel with the view that sensible policy requires territorial and 
economic adjustments. However, Thompson makes it clear that he attaches 
an importance to territorial adjustment that the reviewer does not share, and 
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suggests changes that are both unrealistic and unwise. Thus he believes that 
the large areas held essentially out of use by the major colonial powers should 
be put at the disposal of growing powers that are in a political position to 
become trouble makers, i.¢., Japan and Italy (e.g., pp. 271 and 277). How 
Germany would benefit is less clear. 

Granted a United Nations’ victory, this proposal is politically unrealistic 
and, the reviewer thinks, demographically unwise. Thompson proposes not 
the reorientation of an archaic colonial system which is becoming possible 
now that colonial powers are losing their drive, but a revitalization of that 
system in the hands of new aggressive powers. In effect, he suggests that the 
all too limited empty spaces of the world should be used to satisfy those 
claims that can be most powerfully urged, not necessarily those that offer 
the best opportunity to give permanent relief. In the reviewer’s opinion, such 
a policy runs heavy risks, Nations that make the most effective use of popula- 
tion pressure as a rationale for expansion, on acquiring new territories, begin 
to urge the need for population to exploit that territory, as the recent be- 
havior of Japan, Italy, and Germany proves, Placing ample and self-sufficient 
territory at the disposal of aggressively inclined nations is surely not the way 
to obtain peace for a longer period than that required for the consolidation 
of the new territories. 

It must be admitted that, if Thompson’s views of the potentialities of 
industrialization, and of the nature and scope of world trade are sound, his 
case for territorial adjustment is a strong one. Whether his views are sound 
is less a matter of economic theory than of the future political facts governing 
economic organization. Theoretical considerations are, however, involved. In 
many respects population pressures do not mean too many people in any dif- 
ferent sense than they mean too little product. They may be relieved by 
moving people to resources or by moving resources, in the form of raw ma- 
terials and goods, to people, or more realistically, by both means. It seems 
to the seviewer that Thompson underestimates the possibility of moving 
materials and goods rather than people. 

In the case of Japan he says: “There are, however, some very good reasons 
why Japan cannot long support a rapidly growing population by increased 
industrialization and increased foreign trade” (p. 94). He then goes on to 
point out that she is poor in raw materials; has no special fund of technical 
skill that gives her an advantage over Western countries; has no advantage 
in cheap labor, for China’s labor is cheaper and in some respects more effi- 
cient; and finally, because she came late into the field of foreign trade and 
finds it difficult to expand that trade, especially in a world that increasingly 
strives for self-sufficiency. 

Dearth of resources is of course a handicap, but with free access to world 
markets, and with present transportation costs, it is not an insuperable ob- 
stacle, as the recent experience of Japan has demonstrated. We may also 
grant that Japan’s fund of technical skill is not large compared with that in 
the West, and even, for purposes of the argument, that the “cheaper labor” 
of China is in some respects more “efficient.” Still Japan could trade and on 
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terms not necessarily incompatible with both population growth and a rising 
general level of living. 

Here and in much of his discussion of industrialization, Thompson im- 
plicitly bases his argument on two fallacies: (1) that trade flows along lines 
of absolute instead of comparative advantage, and (2) that there is almost 
a fixed demand for industrial commodities. In his view, if China proves able 
to make textiles in competition with Japan, Japan’s market is gone. A sounder 
view would seem to be that a China able to employ its now inadequately 
utilized labor supply to produce textiles would by so much increase the level 
of living and the command of commodities, thus creating an excellent market 
for Japanese products, perhaps even Japanese textiles. 

Whether the products bought would be textiles or whatnots would depend 
on whether they, of all the commodities produced in Japan, occupy the most 
favorable market position for export. It would not depend on Japan’s ability 
to produce them “more efficiently” than China in some absolute sense. In the 
long run the comparative efficiencies of production would be reflected in the 
levels of per capita income of the two countries, but there is no reason to 
suppose that China’s gain would be Japan’s loss; in fact, quite the contrary. 

The final point concerning Japan’s trading handicaps in a world tending 
toward self-sufficiency is a prediction, and one that the facts may well justify. 
If, however, the only alternatives to renewed warfare are the accession of 
large territories by growing and aggressive powers, or the stemming of the 
trend toward autarchy, the choice of the latter seems preferable and quite as 
realistic. 

From a demographic point of view there are equally compelling reasons to 
commend industrialization and trade as the important way of relieving popu- 
lation pressures. In the long run, relief of population pressure in congested 
areas of rapid growth must come from a reduction in birth rates. As Thompson 
rightly insists, such. reductions cannot be expected to come rapidly, particu- 
larly in the East where effective government and a modicum of sanitation 
have reduced death rates but have left virtually untouched familial and other 
social structures that yield high fertility. Nothing will induce a decline in 
fertility more rapidly than the rapid extension of urban industrial life. 

To the reviewer, the industrialization of Japan and Italy, and a world 
order that makes this possible, appear to present at once the most effective 
means of relieving present population pressures and of preventing new ones 
from developing. The remaining open spaces of the world afford a valuable 
but definitely secondary source of relief. It is to be hoped that they can be used 
in ways that will yield permanent rather than temporary relief. It is doubtful 
that such use would be obtained either by perpetuation of the past colonial 
regimes, or by establishing new and more vigorous ones. Surely the coming 
peace offers an opportunity for more constructive solutions, 

Frank W. NOTESTEIN 

Office of Population Research 

Princeton University 
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Pp. 449. $3.50.) 
Contains the complete books, One World, by Wendell Willkie and The Problems of 


Lasting Peace, by Herbert Hoover and Hugh Gibson, and sections from The Century of 
the Common Man, by Henry A. Wallace and The World of the Four Freedoms, by 
Sumner Welles. 

Puerto Rico: hearings [Senate Territories and Insular Affairs Committee], 77¢h ae 
2nd sess., pursuant to S. Res. 309, authorizing an investigation of economic and s0¢ 


| 
| 
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conditions. Dec., 1942. (Washington: Supt. Docs. 1943. Pp. 178. 20c.) 

hor, Seven reports on Italian economic post-war problems. (New York: Internat. Research 
Serv. 1943. Pp. 48, mimeo.) 

hes Your stake in the peace; a study course on the problems of the future we face. (New 
York: Commission to Study the Organization of Peace. 1943. Pp. 32. 10c.) 

2. 


Statistics; Economic Mathematics; Accounting 


aie Hess, C. A. Accounting in the administration of large enterprises. Dickinson lectures in 
accounting, 1942-1943. (Cambridge: Harvard. 1943. Pp. 76. $1.25.) 

May, G. O., and others. Dickinson lectures in accounting: Improvement in financial 
accounts; The position of the public accountant in relation to business and government 

182. in Great Britain; Recent and prospective developments in accounting theory. (Cambridge: 
Harvard. 1943. Pp. 140. $2.) 

Mus, F. C. Prices in a war economy—some aspects of the present price structure of the 
US. Occasional paper 12, Our econ. in war ser., no. 4. (New York: Nat. Bur. of 
Econ. Research. 1943. Pp. 102.) 

039- Suvcer, H. W. Standardized accountancy in Germany. Nat. Inst. of Econ. and Soc. 

Research, occasional paper 5. (Cambridge: Univ. Press. New York: Macmillan. 1943. 
ork: Pp. 68. $1.50.) 
Tannery, F. F. State accounting procedures. (Chicago: Pub. Admin. Service. 1943. Pp. 464. 
viet $5.) 
Waucu, A. E. Elements of statistical method. 2nd ed. (New York: McGraw-Hill. 1943. 
row. Pp. xix, 532. $4.) 


943. Waraxer, G. H. Business. mathematics for college students. (New York: McGraw-Hill. 
1943. Pp, 195. $1.50.) 
943. Wate, F. L. Illinois business activity, 1937-1942. Bur. of econ. and bus. research bull. 
ser. no. 64. (Urbana: Univ. of Illinois. 1943. Pp. 76.) 
r of Sixteenth census of the United States, 1940. Agriculture. Vol. 3. General report, statistics 
TESS. by subjects. (Washington: Bureau of the Census. 1943. Pp. 1092. $3.) 
——. Agriculture. Cross-line acreage, special study, farms reporting and acreage by place 
as). of enumeration and by location of acreage, with relationship to all farms, by counties, 


with a summary for the United States, 1940 and 1935. (Washington: Bureau of the 
Pub. Census. 1943. Pp, 311. 55¢c.) 


——. Agriculture, territories and possessions. Alaska and Hawaii; Guam, Samoa, Puerto 
Rico, Virgin Islands. (Washington: Bureau of the Census. 1943. Pp. 306. $1.50.) 
943. ——. Agriculture. Abandoned or idle farms, number and acreage, statistics for counties 
and summary for the United States, special study. (Washington: Bureau of the Census. 
ton: 1943. Pp. 201. 45¢.) 
——. Agriculture. Handbook, descriptions, and illustrations of the uses of ugriculture 
ork: census statistics in education, business, research, and visual analysis; with explanations 
of the technique of tabulation and procedures. (Washington: Bureau of the Census. 
. 2. 1943. Pp. 245. 45¢c.) 


iety. ——. Business, 1939. Vol. 4. Construction. (Washington: Bureau of the Census. 1943. 
Pp. 397. $1.50.) 

943. ——. Drainage of agricultural lands. Synopsis of drainage laws. (Washington: Bureau 
of the Census. 1943. Pp. 475-683. 45c.) 

s of ——. Housing. 3rd ser. Characteristics by monthly rent value: Pennsylvania. (Washing- 

He ‘on: Bureau of the Census. 1943. Pp. 101. 25c.) 


——. Housing. 4th ser. Mortgages on owner-occupied nonfarm houses: New Jersey, 


New York, Ohio, Washington, (Washington: Bureau of the Census. 1943. Various pp. 
ISe; 25¢; 15¢.) 
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———. Housing. 4th ser. Mortgages on owner-occupied nonfarm houses. Suppl. A. Homes 
built in 1935-1940, districts of 250,000 or more. Suppl. B. Homes occupied by non- 
white owners, selected states and cities. (Washington: Bureau of the Census. 1943. 
Pp. 265; 65. 50c; 20c.) 

- Irrigation of agricultural lands. Tabular and graphic presentation of specified 

statistics. (Washington: Bureau of the Census. 1943. Pp. 42. 15c.) 

. Irrigation of agricuitural lands. United States summary, irrigation enterprises, 

areas, works, investment indebtedness, maintenance and operation, water used, payroll 

and employees, and crops. (Washington: Bureau of the Census. 1943. Pp. 90. 30c.) 

. Manufactures, 1939. Outlying areas. (Washington: Bureau of the Census, 1943. 

Pp. 38. 15c.) 

. Population. Vol. 2. Characteristics by sex, age, race, nativity, citizenship, education, 

employment status, occupation and industry. Pt. 2. Florida, Iowa. (Washington: Bureau 

of the Census. 1943. Pp. 1002. $2.75.) 

. Population. Characteristics of persons not in the labor force, 14 years old and 

over. (Washington: Bureau of the Census. 1943. Pp. 117. 25c.) 

. Population. Characteristics: Puerto Rico. (Washington: Bureau of the Census. 

1943. Pp. 82. 20c.) 

. Population. Education, occupation and household relationship of males 18 to 44 

years old. (Washington: Bureau of the Census. 1943. Pp. 23. 10c.) 

. Population. 3rd ser. The labor force (sample statistics), industrial characteristics. 

(Washington: Bureau of the Census. 1943. Pp. 174. 40c.) 

. Population. 4th ser. Characteristics by age, marital status, relationship, education, 

and citizenship: Arkansas, Calif., Colo., Del., D.C., Idaho, Ill., Iowa, Kans., La., Mich., 

Miss., Mont., Neb., N.M., N.C., New York, Ohio, Okla., R.1., S.D., Texas, Utah, Vt, 

Wyo. (Washington: Bureau of the Census. 1943. Various pages and prices.) 

. Population. Special report on institutional population, 14 years old and over. 

(Washington: Bureau of the Census. 1943. Pp. 361. 70c.) 

. Population and housing. General characteristics: Virgin Islands. (Washington: 

Bureau of the Census. 1943. Pp. 22. 10c.) 

. Population and housing. Statistics for census tracts and community areas: Chicago. 
(Washington: Bureau of the Census. 1943. Pp. 467. $1.) 

Statistics of income for 1940. Pt. 1. Compiled from individual income and defense tox 
returns. taxable fiduciary income and defense tax returns, estate tax returns, and gift tax 
returns. (Washington: Supt. of Docs. 1943. Pp. 303. 30c.) 


Business Cycles and Fluctuations 


Basson, R. W. If inflation comes; what you can do about it. Rev. ed. (Philadelphia: 
Lippincott. 1943. Pp. 240. $1.35.) 

Public Finance; Fiscal Policy; Taxation 

Curran, K. J. Excess profits taxation. Introduction by A. G. Burcmter. (Washington: 
Am. Counc. on Pub. Affairs. 1943. Pp. vii, 203. Cloth, $3.50; paper, $3.) 

Hicxs, J. R. and Hicks, U. K. Standards of local expenditure; a problem of the inequality 
of incomes. Nat. Inst. of Econ. and Soc. Research, occasional paper 3. (New York: 
Macmillan. 1943. Pp. 61. $1.25.) 

Le Rosstcnot, J. E. Inflation and how to Scotch it. (Lincoln, Neb.: State Jour. Printing 
Co. 1943. Pp. 22.) 

Morton, W. A. British finance, 1930-1940. (Madison: Univ. of Wisconsin Press. 1%. 
Pp. xii, 356.) 

Sueparp, E. F. and Woop, W. B. The financing of public schools in Michigan. Govt. stud., 
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no. 13. (Ann Arbor: Univ. of Michigan Press. 1943. Pp. 139. 60c.) 

swan, H. S. New York City’s debt and future capital outlays. Foreword by R. S. CHILps. 
(New York: Inst. of Pub. Admin. 1943. Pp. vi, 51.) 

Zor, H. America’s sin offering; the budget balancer. (Boston: Bruce Humphries. 1943. 
Pp. 159. $2.) 

Recent trends in state revenues. (Chicago: Federation of Tax Admin. 1943, Pp. 55. $1.50.) 

Current tax payment act of 1943: questions and answers containing an analysis relative 
to Public Law No. 68, “An act to provide for the current payment of the individual 
income tax, and for other purposes,” approved June 9, 1943. (78th Cong., 1st sess., H. 
doc. 237.) (Washington: Supt. Docs. 1943. Pp. 33. 10c.) 

Income tax: hearings [Senate Finance Committee], 78th Cong., Ist sess., on H.R. 2570, to 
provide for the current payment of the individual income tax, and for other purposes. 
Rev. May, 1943. (Washington: Supt. Docs. 1943. Pp. 104. 15c.) 


Money and Banking; Short-Term Credit 


Usner, A. P. The early history of deposit banking in Mediterranean Europe. Vol. 1. 
Econ. ser. vol. LXXV. (Cambridge: Harvard Univ. Press. 1943. Pp. xx, 649. $5.) 

Wuitttesry, C. R. The effect of war on currency and deposits. Occasional paper 11, Our 
econ. in war ser., no. 3. (New York: Nat. Bur. of Econ. Research. 1943. Pp. 50. 35c.) 

Zanker, H. E. Conversion of commercial bank funds. Foreword by H. Stonter. (Cam- 
bridge: Bankers Pub. 1943. $1.50.) 

Federal Deposit Insurance Corporation: annual report for the year ended Dec. 31, 1942. 
(Washington: Supt. Docs. 1943. Pp. viii, 116.) 

Federal Reserve act: hearings [House Banking and Currency Committee], 78th Cong., 
ist sess., on H.R. 1699, to amend sec. 12B and sec. 19. Rev. Mar. and Apr. 1943. 
(Washington: Supt. Docs. 1943. Pp. 149. 15c.) 

Federal Reserve notes: hearings [House Banking and Currency Committee], 78th Cong., 
Ist sess., on H.R. 2634, to extend the period during which direct obligations of the 
United States may be used as collateral security for Federal Reserve notes. Rev. May, 
1943, (Washington: Supt. Docs. 1943. Pp. 42. 10c.) 

Stabilization fund: hearings [House Coinage, Weights and Measures Committee], 78th 
Cong., Ist sess., on S. 991, to extend the time within which the powers relating to the 
stabilization fund and alteration of the weight of the dollar may be exercised. Pts. 1 and 
2. Apr., 1943. (Washington: Supt. Docs. 1943. Pp. 66; 67-286. 10c; 30c.) 


International Trade, Finance and Economic Policy 


Barton, J. L. The Near East relief, 1915-1930. Admin. of relief abroad ser. (New York: 
Russell Sage Found. 1943. Pp. 28. 20c.) 

Broox, W. F. International policy in a synthetic era: cartellization—the missing link. 
Pamph. on internat. post-war organization. (New York: Pamphlet Distributing Co. 
1943, Pp. 16. 25c.) 

Brooxs, S. American aid to Germany, 1918-1925; also The long mile beyond Berlin, by 
: e Harrison. Admin. of relief abroad ser. (New York: Russell Sage Found. 1943. 
Pp. 27. 20c.) 

GranAM, F. D. Fundamentals of international monetary policy. Essays in internat. finan., 
no. 2. (Princeton: Internat. Finan. Sec., Princeton Univ. 1943. Pp. 23.) 

Lary, H. B., and associates. The United States in the world economy—the international 
transactions of the United States during the interwar period. Econ. ser. no. 23. (Wash- 
ington: Supt. Does. 1943, Pp. viii, 216. 35c.) 

Li, K. C., compiler, American diplomacy in the Far East: 1941. (New York: Compiler, 
233 Broadway. 1943. Pp. 503. $3.) 
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Macruper, F. A. National governments and international relations. Rev. ed. (Boston : 
Allyn and Bacon. 1943. Pp. 672. $2.) 

Viton, A. American empire in Asia. (New York: John Day. 1943. Pp. 318. $3.) 

El comercio exterior argentino en 1942 y 1941 y estadisticas economicas retrospectivas, 
Bol. no. 231. (Buenos Aires: Dir. Gen. de Estad. de la Nacion, Ministerio de Hacienda. 
1943. Pp. 259.) 

Commercial policies and trade relations of European possessions in the Caribbean area. 
U.S. Tariff Commission rept. no. 151, 2nd ser. (Washington: Supt. Docs. 1943. Pp. xiii, 
324. 40c.) 

Die Devisenbestimmungen im general gouvernement: Polen. F.E.R. 30. (Basle: Monetary 
and Econ. Dept., Bank for Internat. Settlements. 1943. Pp. 50, Sw. fr. 2.75). 

Die Devisenbestimmungen in Schweden. 2nd ed. F.E.R. 31. (Basle: Monetary and Econ. 
Dept., Bank for Internat. Settlements. 1943. Pp. 16. Sw. fr. 1.20.) 

Europe’s overseas needs, 1919-1920, and how they were met. Econ., fin. and transit dept., 
League of Nations. Pub. 1943. V.A.6. (New York: Columbia Univ. Press. 1943. Pp. 52. 
60c.) 

Companion volume to Relief deliveries and relief loans, 1919-1923. 

Export decentralization: a brief description of a system designed to meet wartime problems 
in export. (Washington: Internat. Econ. Counc. 1943. Pp. 43. 25c.) 

Executive agreements: reciprocal trade agreement between the United States of America 
and Mexico, signed at Washington Dec. 23, 1942, effective Jan. 30, 1943. Exec. agree- 
ment ser. 311. (Washington: Supt. Docs. 1943. Pp. 81. 15c.) 

Foreign exchange regulations in Spain. F.E.R. 27. (Basle: Bank for Internat. Settlements. 
1943. Pp. 35. Sw. fr. 2.) 

An international stabilization fund of the United and Associated Nations. Rev. July 10, 
1943. (Washington: U.S. Treasury. 1943. Pp. iii, 21.) 

A revision of the preliminary draft outline of a proposal for an international stabiliza- 
tion fund of the United and Associated Nations made public by the Secretary of the 
Treasury on April 7, 1943. 

Lend-lease operations: hearings [House Appropriations Committee], 78th Cong., Ist sess., 
on H.R. 1776, to make supplemental appropriations to carry out an act to promote the 
defense of the United States, approved Mar. 11, 1941, as amended. (Washington: Supt. 
Dors. 1943. Pp. 193. 25c.) 

: hearings [Senate Appropriations Committee], 78th Cong., 1st sess., on H.R. 2753, 
to make supplemental provisions to carry out the provisions of an act to promote the 
defense of the United States, approved Mar. 11, 1941, as amended, and for other purposes. 
(Washington: Supt. of Docs. 1943. Pp. 23. 5c.) 

New plans for international trade. Inst. of Stat. Bull., vol. 5, suppl. no. 5. (Oxford: Basil 
Blackwell. 1943. Pp. 39. 1s.6d.) 

Contains “Lessons of the past”; “The new currency plans,” by E. F. Schumacher; 
“International clearing and long-term lending,” by M. Kalecki and E. F. Schumacher; 
“The foreign balance and full employment,” by T. Balogh. 

Reciprocal trade agreements: hearings [House Ways and Means Committee], 78th Cons., 
1st sess., on H.J. Res. 111, to extend the authority of the President under sec. 350 of 
the Tariff Act of 1930, as amended. Rev. Apr., 1943. (Washington: Supt. Docs. 1%. 
Pp. 1156. $1.50.) 

: hearings [Senate Finance Committee], 78th Cong., Ist sess. on HJ. Res. 111, 10 

extend the authority of the President under sec. 350 of Tariff act of 1930, as amended. 

Rev., May, 1943. (Washington: Supt. Docs. 1943. Pp. 148. 15c.) 

: report to accompany H.J. Res. 111 to extend authority of President under se. 

350 of Tariff act of 1930; minority views to accompany HJ. Res. 111 to extend 

authority of President under sec. 350 of Tariff Act of 1930. (H. rept. 409, pts. 1 and 2. 

78th Cong., 1st sess.) (Washington: Supt. Docs. 1943. Pp. 55; 28. 10c each.) 
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Réglementation des paiements avec Vetranger: Suisse. F.E.R. 28. (Basle: Banque des 
Reglements Internat. 1943. Pp. 400. Sw. fr. 15.) 

Réglementation du commerce des devises: Turquie. F.E.R. 32. (Basle: Monetary and 
Econ. Dept., Bank for Internat. Settlements. 1943. Pp. 32. Sw. fr. 2.25.) 

Regulations relating to foreign funds control: United States. 3rd ed. F.E.R. 29. (Basle: 
Bank for Internat. Settlements. 1943. Pp. 130. Sw. fr. 6.50.) 


Business Finance; Insurance; Investments; Securities Markets 


Keuuner, F., editor. American bankruptcy reports. New ser. vol. 52. (Albany: Bender. 1943. 
Pp. 856. $6.) 

Scumipt, E. P. The problem of business incentives. Post-war readjustments, bull. no. 6. 
(Washington: Chamber of Commerce of the United States. 1943. Pp. 38.) 

Effect of taxes upon corporate policy. Prepared by The Conference Board, Div. of In- 
dustrial Econ. (New York: Nat. Industrial Conf. Board. 1943. Pp. 136.) 

Securities and exchange commission decisions and reports, Apr. 1-Aug. 31, 1941. (Wash- 
ington: Securities and Exchange Commission. 1943. Pp. 1118. $2.) 

Statistical tables from New York insurance report (business of 1942). (Albany: State of 
New York Insurance Dept. 1943. Pp. 161.) 

Advance printing of principal tables. 


Public Control of Business; Public Administration; 
National Defense and War 

BACHMAN, J. The price control and subsidy program in Canada. Pamph. no. 52. (Washing- 
ton: Brookings Inst. 1943. Pp. 68. 50c.) 

Gaver, D. R. and Sovant, N. V. War and Indian economic policy. Pub. no. 10. (Poona, 
India: Gokhale Inst. of Pol. and Econ. 1943. Pp. 132. Rs. 5, or 10s.) 

Hart, A. G., and others. The challenge of government-owned plants and supplies. Broad- 
cast no. 288. (Chicago: Univ. of Chicago Round Table. 1943. Pp. 25. 10c.) 

Macruper, F. A. American government in 1943; a consideration of the problems of 
democracy. (Boston: Allyn and Bacon. 1943. Pp. 766. $1.80.) 

Munter, J. D. Some American approximations to Pius XI’s “Industries and Professions.” 
Stud. in econ. vol. 10. (Washington: Catholic Univ. of Am. Press. 1943. Pp. ix, 
147.) 

Essays on “The railroad industry,” “The bituminous coal industry,” “Industry com- 
mittees,” and “The National War Labor Board.” 

The book of the states. Vol. $. (Chicago: Counc. of State Governments. 1943. Pp. xii, 508. 
$4.) 

The Inter-American Coffee Board: first annual report, 1941-1942. (Washington: Inter- 
American Coffee Board. 1942. Pp. 152.) 

Bituminous Coal Division: Vol. 1, Decisions and orders, Oct. 1, 1940-June 30, 1941. (Wash- 
ington: Interior Dept., Bituminous Coal Div. 1943. Pp. 1352. $2.) 

Code of federal regulations: 1941 supplement containing documents of general applicability 
and legal effect issued by federal agencies and filed with the Division of Federal Register 
during the calendar year 1941, including Presidential proclamations, Executive orders, 
and other Presidential documents in full text, with ancillaries and index. (Washington: 
Supt. Docs. 1943. Pp. 4827. $3.) 

Commodity Credit act: hearings [Senate Banking and Currency Commitee], 78th Cong., 
Ist sess., om extending Commodity Credit act to roll back food prices. (Washington: 
Supt. Docs. 1943. Pp. 220. 25¢.) 

Commodity Credit Corporation: hearings [Senate Banking and Currency Committee], 
78th Cong., 1st sess., on S. 1108, to continue Commodity Credit Corporation as an 
agency of the United States. May, 1943. (Washington: Supt. Docs. 1943. Pp. 29. 10c.) 
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Commodity Credit Corporation: hearings [House Banking and Currency Committee}, 
78th Cong., 1st sess. on H.R. 2725 (superseded by H.R. 2869) to continue Commodity 
Credit Corporation as an agency of the United States, increase its borrowing power, 
revise the basis of the annual appraisal of its assets, and to provide for an audit by the 
General Accounting Office of the financial transactions of the corporation, and for 
other purposes, revised, May, 1943. (Washington: Supt. Doct. 1943. Pp. 366. 35c.) 

Directory of commodities and services, an index to price and rationing regulations and 
jurisdiction of operating units. (Washington: Office of Price Administration. 1943. Pp. 
284. 30c.) 

National defense program: hearings [Senate Special Committee Investigating National 
Defense Program], 77th Cong., 2nd sess. pursuant to S. Res. 71, authorizing and directing 
investigation of the national defense program. Pt. 14. Iron and steel. Pt. 15. South Port- 
land Shipbuilding Corporation, Winfield Park defense housing project, lumber. Pt. 16. 
Gasoline rationing and fuel oil situation, War Dept. program for procurement and 
production of munitions. (Washington: Supt. Docs. 1943. Pp. 5691-6006, 6007-6334, 
6335-6740. 35c, 35c, 40c.) 

: hearings [Senate Special Committee Investigating National Defense Program], 
78 Cong., 1st sess. pursuant to S. Res. (78th Cong., extending S. Res. 71, 77th Cong.), 
authorizing and directing an investigation of the national defense program. Pt. 17. Farm 
machinery and equipment, concrete barges, Army commissions and military activities of 
motion picture personnel, pipeline transportation, absenteeism in defense industry. 
(Washington: Supt. Docs. 1943. Pp. 6741-7143. 40c.) 

National war effort: interim report on investigations, pursuant to H. Res. 30, authorizing 
Committee on Military and Committee on Naval Affairs to study progress of national 
war effort. (H. rept. 132, 78th Cong., ist sess.) (Washington: Supt. Docs. 1943. Pp. 10. 
5c.) 

Office of Price Administration: fourth quarterly report for the period ended Jan. 31, 1943. 
(Washington: Supt. Docs. 1943. Pp. 90. 10c.) 

Patents: American patent system, message from President transmitting report of National 
Patent Planning Commission. (H. doc. 239, 78th Cong., 1st. sess.) (Washington: Supt. 
Docs. 1943. Pp. 11. Sc.) 

Stabilization of wages and prices: statement of the President and executive order issued by 
him on Apr. 8, 1943. (Sen. doc. 25, 78th Cong., 1st sess.) (Washington: Supt. Docs. 1945. 
Pp. 4. 5c.) 


Industrial Organization; Price and Production Policies; Business Methods 


Buock, H. Industrial concentration versus small business—the trend of nazi policy. Soc. 
and econ. controls in Germany and Russia, no. 8. (New York: Social Research. 1945. 
Pp. 25. 25c.) 

Brook, W. F. International policy in a synthetic era; cartellization—the missing link. (New 
York: Pamphlet Distributing Co. 1943. Pp. 16, 25c.) 

Know tes, A. S. and THomson, R. D. Production control. (New York: Macmillan. 194%. 
Pp. x, 271. $2.50.) 

Marrano, J. H. Small business and free enterprise. (New York: Gaines Organization. 
1943.) 

Small business: hearings [Senate Special Committee to Study and Survey Problems of 
Small Business Enterprise], 78th Cong., 1st sess., pursuant to S. Res. 298 (76th Cong.), 
to study and survey problems of American small business enterpries. Pt. 14. Problems of 
small distributors. Jan., 1943. Pt. 15. Long-term and equity capital. Feb., 1943. Pt. 16. 
Smaller concerns in war production. Mar., 1943. Pt. 17. Effect of exchange services 0” 
retail trade. Mar., 1943. Pt. 18. Critical, strategic and essential materials. Mar. and Apr, 
1943, Pt. 19. Tire dealer and rebuilding problems. Apr. and May, 1943. Pt. 20. Rationing 
problems of the baking industry. Apr., 1943. (Washington: Supt. Docs. 1943. Pp. 1825- 


] 
I 
( 
( 
4 


1943] TITLES OF NEW BOOKS 949 


2104; 2105-2198; 2199-2258; 2259-2317; 2319-2458; 2459-2735; 2737-2863. 30c; 15c; 
20c; 30c; 15¢.) 

__—-: hearing [Senate Commerce Committee], 78th Cong., Ist sess., on S. 356, to aid 
small independent business by the collection and dissemination of knowledge of business 
management and its application to specific problems and opportunities; and on S. 883, 
providing for an Assistant Secretary of Commerce for small business. May, 1943. (Wash- 
ington: Supt. Docs. 1943. Pp. 84. 10c.) 

Small business—a national asset. Econ. ser. no. 24. (Washington: Bureau of Foreign and 
Domestic Commerce. 1943. Pp. 36.) 


Marketing; Domestic Trade 


Burnuam, E. A. Expenses and profits of limited price variety chains in 1942. Bus. research 
bull. no. 118. (Boston: Grad. School of Bus. Admin., Harvard Univ. 1943. Pp. 42. $1.) 
Gartanvue, E. E. Some factors in the development of market standards. Stud. in econ. 

Vol. 9. (Washington: Catholic Univ. of Am. Press. 1942. Pp. xiii, 209.) 

Hawkins, E. R. and Crowper, W. F. Distribution of scarce goods—wartime practices in 
allocating goods to retailers. Econ. ser. no. 26. (Washington: Bureau of Foreign and 
Domestic Commerce. 1943. Pp. 54, mimeo.) 

McNair, M. P. Operating results of department and specialty stores in 1942. Bus. research 
bull. no. 117. (Boston: Grad. School of Bus. Admin., Harvard Univ. 1943. Pp. 52. $2.50.) 


Mining; Manufacturing; Construction 

Bottincer, L. L. and Littey, T. Financial position of the aircraft industry. Bus. research 
stud., no. 28. (Boston: Grad. School of Bus. Admin., Harvard Univ. 1943. Pp. 52. $1.50.) 

PosreL, A. W. The mineral resources of Africa. (Philadelphia: Univ. of Pennsylvania Press. 
1943. Pp. 105. $1.50.) 

Fuel situation: hearings [Senate Special Committee to Investigate Fuel Situation in 
Middle West], 78th Cong., 1st sess., pursuant to S. Res. 61 (78th Cong.) (extending S. 
Res. 319, 77th Cong.), authorizing an investigation of fuels in certain areas west of the 
Mississippi River. Pts. 1-5. Jan., Feb., and Apr., 1943. (Washington: Supt. Docs. 1943. Pp. 
1-169; 171-530; 531-669; 681-786; 787-983. 20c; 35c; 15c; 15¢; 20c.) 


Transportation; Communication; Public Utilities 

ey C. China’s struggle for railroad development. (New York: John Day. 1943. 
p. 347. $5.) 

Muwoteton, P. H. Transportation ... prewar and postwar. (Chicago: Railway Bus. Assoc. 
1943. Pp. 74.) 

Stocker, H. E. Transportation and the public welfare in war and in peace. (Washington: 
Nat. Highway Users Conf. 1943. Pp. 51.) 

Board of Investigation and Research: annual report for the year ended Sept. 18, 1943, with 
letter transmitting. (Washington: Supt. Docs. 1943. Pp. viii, 39.) 

Civil aeronatutics: hearings [House Interstate and Foreign Commerce Committee], 78th 
Cong., Ist sess., on H.R. 1012, to amend the Civil Aeronautics act of 1938, as amended, 
ms r other purposes. Feb. and Mar., 1943. (Washington: Supt. Docs. 1943. Pp. 145. 


Communications act of 1934, with amendments and index thereto, revised to Mar. 6, 
1943, (Washington: Supt. Docs. 1943. Pp. 83. 15c.) 

A description of the principal class rate scales prescribed by the Interstate Commerce Com- 
mission together with an analysis of their progression for distance, and a method of 
scale construction, Statement no. 4351. (Washington: Bur. of Transport Econ. and Stat., 
Interstate Commerce Commission. 1943. Pp. 111, mimeo.) 
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Federal Communications Commission: Rules and regulations (title 47, telecommunication, 
chap. 1). Pt. 6. Rules governing fixed public radio services; effective Dec. 1, 1930 (rep 
Feb. 20, 1943). Pt. 10. Rules governing emergency radio services; effective Oct. 13, 1938 
(rev. Feb. 15, 1942). (Washington: Supt. Docs. 1943. Pp. 7; 22. 5¢; 10c.) 

Federal Power Commission: decisions. Vol. 2, opinions and decisions, with appendix of 
selected orders in the nature of opinions, July 1939-Dec. 1941. (Washington: Supt. Docs, 
Pp. 1166. $1.75.) 

Freight rates: regionalized freight rates, barrier to national productiveness, message from 
President [Roosevelt] transmitting report of Tennessee Valley Authority. (H. Doc. 137, 
78th Cong., 1st sess.) (Washington: Supt. Docs. 1943. Pp. 79. 20c.) 

: Summary report on study of interterritorial freight rates, letter from Board of 
Investigation and Research transmitting. (H. Doc. 145, 78th Cong., ist sess.) (Washing- 
ton: Supt. Doc. 1943. Pp. 42. 10c.) 

Interstate Commerce acts: annotated, 1942 supplement to Oct. 1, 1942, of the “Compilation 
of Federal laws relating to the regulation of carriers subject to the Interstate Commerce 
act, with digests of pertinent decisions of the Federal courts and the Interstate Commerce 
Commission and the text of or reference to general rules and regulation.” S. Doc. no. 
166, 70th Cong., S. Doc. no. 139, 73rd Cong., and S. Doc no. 202, 76th Cong. Vol. 11. 
(Washington: Supt. Docs. 1943. Pp. 8951-10108. $2.25.) 

Interstate Commerce act of 1949: hearing [Senate Interstate Commerce Committee], 78th 
Cong., Ist sess., on S. 942, to amend the Interstate Commerce act, to provide jor agree- 
ments between common carriers by railroad, pipelines, motor vehicle, water, and between 
freight forwarders, for the making and filing of rates, fares, charges, or classifications for 
transportation of passengers and property. Pt. 1. May, 1943. (Washington: Supt. Dos. 
1943. Pp. 429. 50c.) 

Interstate Commerce Commission: decisions. Vol. 34, motor carrier cases. May-Sept., 1942. 
(Washington: Supt. Docs. 1942. Pp. 979. $1.75.) 

: decisions. Vol. 252, finance reports. Dec. 1941-Oct., 1942. (Washington : Supt. Docs. 

1942. Pp. 860. $1.75.) 

: Statistics of class 1 motor carriers for the year ended Dec, 31, 1941. Statement 
4330. (Washington: Supt. Docs. 1943. Pp. 113. 50c.) 

Interstate pipe lines: hearing [Senate Interstate Commerce Committee], 78th Cong,, 1st 
sess., on H. R. 2520, to amend “An act to facilitate the construction, extension, or com- 
pletion of interstate petroleum pipe lines related to national defense and to promote inter- 
state commerce,” approved July 30, 1941; and S. 188, to amend “An act to facilitate the 
construction, extension, or completion of interstate petroleum pipe lines related to no- 
tional defense and to promote interstate commerce,” approved July 30, 1941, to prohibit 
the use of any pipe line constructed under such act for the transportation or distribution 
of natural gas, and for other purposes. June, 1943. (Washington: Supt. Docs. 1943. Pp. 
21. 5c.) 

Statistics of railways of class 1: United States (1929-1942). Stat. summary no. 27. (Wash 
ington: Bur. Railway Econ., Assoc. of Am. Railroads. 1943. Pp. 13.) 


Agriculture; Forestry; Fisheries 
Appteton, J. B. Pacific Northwest resources. 2nd ed. (Portland, Ore.: Northwest Regional 
Counc. 1943. Pp. 130. $1.) 
Brack, J. D. Food enough. (Lancaster, Pa.: Jacques Cattell Press. 1943. Pp. vii, 269. $2.50.) 
Davis, J. S. Wheat outlook and policies. Wheat stud., Vol. XX, no. 1. (Stanford University: 
Food Research Inst. 1943. Pp. 36. $1.) 

Farnsworth, H. C., and others. World wheat survey and outlook, May, 194). Wheat 
stud., Vol. XIX, no. 6. (Stanford University: Food Research Inst. 1943. Pp. 31. $1.) 
Murray, W. G. Land boom controls. Wartime farm and food pol., no. 9. (Ames: lowa 

State Coll. Press. 1943. Pp. 34. 20c.) 
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Satrer, L. A., Jr. Land tenure in process; a study of farm ownership and tenancy in a 
Lafayette County (Wisconsin) township. Research bull. 146. (Madison: Univ. of Wis- 
consin, Agric. Exp. Sta. 1943. Pp. 48. 10c.) 

Yares, P. L. and Warrtner, D, Food and forming in post-war Europe. (New York: 
Oxford. 1943. Pp. 118. $1.75.) 

American farmers and the United Nations Conference on Food and Agriculture. Farmer 
and the war, no. 5. (Washington: Supt. Docs. 1943. Pp. 12.) 

Farm Credit Administration: 10th annual report, 1942. (Washington: Supt. Docs. 1943. 
Pp. 119. 20c.) 

Farm Security Administration: hearings [House Agriculture Committee], 78th Cong., 1st 
sess., pursuant to H. Res. 119, creating a select committee to investigate the activities of 
the Farm Security Administration. Pt. 1. May, 1943. (Washington: Supt. Docs. 1943. 
Pp. 413. 45c.) 

Food supply: hearings [Senate Agriculture and Forestry Committee], 78th Cong., Ist 
sess., on the food supply. Pt. 3. May and June, 1943. (Washington: Supt. Docs. 1943. 
Pp. 777-1180. 40c.) 

Great Lakes fisheries: International Board of Inquiry for the Great Lakes fisheries, report 
and supplement. (Washington: Supt. Docs. 1943. Pp. 213. 30c.) 

Public lands: hearings [Senate Public Lands and Surveys Committee], 78th Cong., 1st 
sess., pursuant to S. Res. 241 (76th Cong.), S. Res. 147 (77th Cong.), S. Res. 39 (78th 
Cong.), authorizing a complete investigation with respect to administration and use of 
public lands. Pt. 6. Feb., 1943, Vernal, Utah. (Washington: Supt. Docs. 1943. Pp. 2404. 
35c.) 

United Nations Conference on Food and Agriculture: hearing [House Agriculture Com- 
mittee], 78th Cong., Ist'sess., on report of Judge Marvin Jones, President of the United 
Nations Conf. on Food and Agric., held at Hot Springs, Va., May 18 to June 3, 1943. 
(Washington: Supt. Docs. 1943. Pp. 55. 10c.) 


Economic Geography; Regional Planning; Urban Land; Housing 


Cartson, F. A. Geography of Latin America. Rev. ed. (New York: Prentice-Hall. 1943. 
Pp. xxiii, 566. $4.50.) 

Hoover, E. Economia geografica. (Mexico: Fondo de Cultura Economica. 1943. Pp. 275.) 

Kier, B. H. The U.S.-Canadian Northwest—a demonstration area for international post- 
war planning and development. (Princeton: Princeton Univ. Press. 1943. Pp. xvi, 71. 
$1.) 

WricHt, I. and Worktser, A. M. The economic basis of the wealth and welfare of New 
York City. (Brooklyn: Brooklyn Coll. Press. 1943. Pp. 72, mimeo.) 

Columbia River: hearings (House Irrigation and Reclamation Committee], 78th Cong., 
Ist sess., on H. Res. 262, authorizing an investigation of the plans for improvement of 
the Columbia River and its tributaries for the utilization of its waters and the cost and 
efiect of proposed water storage. (Washington: Supt. Docs. 1943. Pp. 9. 5c.) 

Defense Housing act: hearing [Senate Education and Labor Committee], 78th Cong., 
Ist sess., on S. 1109, to increase the amount to be appropriated for defense housing under 
the act of Oct. 14, 1940, as amended, and for other purposes. (Washington: Supt. Docs. 
1943, Pp. 30, 5c.) 

War housing program: hearings [House Public Buildings and Grounds Committee], 78th 
Cong., Ist sess., om @ message from the President transmitting draft of proposed bill to 
mcrease the amount authorized for defense housing under the act of Oct. 14, 1940, as 
roa oy and for other purposes. May and June, 1943. (Washington: Supt. Docs. 1943. 

. 281. 30c.) 
—: hearings [House Public Buildings and Grounds Committee], 78th Cong., Ist sess., 
on the amendment of title 2 of “An act to expedite the provision of housing in connection 
with national defense, and for other purposes, as amended, to authorize the appropria- 
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tion of additional funds for community facilities. (Washington: Supt. Docs. 1943, Pp. 
77. 10c.) 


Labor and Industrial Relations 


Asptey, J. D. and Wutrmore, E., editors. The handbook of industrial relations. (Chicago: 
Dartnell Corporation. 1943. Pp. 1056. $10.) 

BENJAMIN, H.C. A trade union library, 1943. 4th ed. (Princeton: Indus. Rel. Sec., Prince- 
ton Univ. 1943. Pp. viii, 42. 40c.) 

Breen, Rev. V. I. The United States Conciliation Service. Stud. in econ., Vol. 11. (Wash- 
ington: Catholic Univ. of Am. Press. 1943. Pp. ix, 258.) 

Corson, J. J. Manpower for victory. (New York: Farrar and Rinehart. 1943. Pp. 220. $3.) 

Fine, H., compiler. Preliminary inventory of the records of the National War Labor 
Board. (Washington: National Archives. 1943. Pp. 16.) 

Gapcit, D. R. Regulation of wages and other problems of industrial labour in India. 
Pub. no. 9. (Gokhale, India: Gokhale Inst. of Pol. and Econ. 1943. Pp. 93. Rs. 5 or 
10s. 

Gompers, S. Seventy years of life and labor; an autobiography. 1 vol. Introduction by 
M. Wott. (New York: Dutton. 1943. Pp. 1247. $5.) 

KaLTEensBorN, H. S. Governmental adjustment of labor disputes. (Chicago: Foundation 
Press. 1943. Pp. xiv, 327. $3.50.) 

Krout, J. A., editor. Mobilization of manpower and pressing the fight for freedom. Pro- 
ceedings, vol. 20, no. 3. (New York: Acad. of Pol. Sci. 1943. Pp. 100.) 

KuczynskI, J. The United States of America, 1789 to the present day. Vol. 2. Short his- 
tory of labour conditions under industrial capitalism. (London: Frederick Muller. 1943. 
Pp. 228. 10s. 6d.) 

and HEINEMANN, M. British workers in the war. (New York: Internat. Publishers 
1943. Pp. 64. 20c.) 

McCase, D. A., and others. Labor’s views on American economic policies. (New Wilming- 
ton, Pa.: Econ. and Bus. Found. 1943. Pp. 38. 25c.) 

Myers, C. A. and Mactaurin, W. R. The movement of factory workers, a study of « 
New England industrial community, 1937-1939 and 1942. Massachusetts Inst. of Tech- 
nology pub. (New York: Wiley. 1943. Pp. viii, 111. $1.50.) 

Newman, P. C. The labor legislation of New Jersey. Foreword by C. A. Bearp. (Washing- 
ton: Am. Counc. on Pub. Affairs. 1943. Pp. xii, 149. $2.) 

Revutuer, V., and others. Should all industry have labor-management councils? Am. town 
meeting of the air bull., vol. 9, no. 10. (Columbus: Am. Education press. 1943. Pp. 24 
10c.) 

SEMAN, J. Union rights and union duties. (New York: Harcourt Brace. 1943. Pp. vill, 
238. $2.50.) 

Controlling absenteeism, record of war plant experience. Div. of labor standards, spec 
bull. 12. (Washington: Supt. Docs. 1943. Pp. 57. 10c.) 

Index to labor articles. Vol. XVII, nos. 7-8. (New York: Rand School of Soc. Sci. 193 
Pp. 9, mimeo. $1, a year.) 

Labor organizations: hearings [House Labor Committee], 78th Cong., 1st sess., on H. Res. 
804, to prohibit aliens from voting in labor organizations; and H. Res. 1483, to require 
the furnishing of certain information by labor organizations and to prohibit political 
contributions by labor organizations. (Washington: Supt. Docs. 1943. Pp. 146. 20c.) 

Labour problems in Bolivia. Report of the joint Bolivian-United States Labour Comms 
sion. (Montreal: Internat. Labour Office. 1943. Pp. 45. 50c.) 

Legislative series, July-Sept., 1943. (Montreal: Internat. Labour Office. 1943. Various PP. 
$5 yearly.) 
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Monpower: hearings [House Military Affairs Committee], 78th Cong., Ist sess., on H. 
Res. 2239, H. Res. 1742, H. Res. 1728, and H. Res. 992, relating to the full utilization of 
manpower. Mar., Apr. and May, 1943. (Washington: Supt. Docs. 1943. Pp. 1068. $1.25.) 


Maximum utilization of employed manpower—a check list of company practice. (Princeton: 
Indus. Rel. Sec., Princeton Univ. 1943. Pp. 46. $1.) 


National Labor Relations Board: Vol. 45, decisions and orders. Oct.-Dec. 1942. (Washing- 
ton: Supt. Docs. 1943. Pp. 1443. $2.25.) 


Workmen’s compensation act of Wisconsin, with amendments to June 10, 1943. (Madison: 
Indus. Commission of Wisconsin. 1943. Pp. 112.) 


Social Insurance; Relief; Pensions; Public Welfare 
Aprams, R. H., editor. The American family in World War II. Annals, Vol. 229. (Phila- 
delphia: Am. Acad. Pol. Soc. Sci. 1943. Pp. 245. $2.) 


Beverince, Sir W. H. The pillars of security, and other war-time essays and addresses, 
(New York: Macmillan. 1943. Pp. 248. $2.50.) 


BranscomBe, M. The courts and the poor laws in New York State, 1784-1929. Soc. serv. 
monogs. (Chicago: Univ. of Chicago Press. 1943. Pp. 430. $2.50.) 

Guvzperc, E. The unemployed. (New York: Harper. 1943. Pp. xii, 418. $4.) 

HinscureLp, G. Significance of social security. (Chicago: Insurance Econ. Soc. of Am. 
1943, Pp. 5.) 

Howaro, D. S. The WPA and federal relief policy. (New York: Russell Sage Found. 1943. 
Pp. 879. $4.) 

Lexan, H. H. Relief and rehabilitation. Foreign pol. repts., Vol. 19, no. 9. (New York: 
Foreign Pol. Assoc. 1943. Pp. 7. 25c.) 

Sucuter, S. H. Social security after the war; an address given at Radcliffe College, Apr. 4, 
1943, Winthrop Ames memorial lecture, no. 2. (Cambridge: Radcliffe Coll. 1943. Pp. 32. 
25c.) 

Stewart, M. S. Jobs and security for tomorrow. Pamph. no. 84. (New York: Pub. Affairs 
Committee. 1943. Pp. 30. 10c.) 

Tactiacozzo, G. The Beveridge Plan and the Italian legislation on social security. (Wash- 
ington: Bur. of Latin Am. Research. 1943. Pp. ii, 31, mimeo.) 

Wovtinsky, W. S. Earnings and social security in ihe United States. (Washington: Com- 


mittee on Soc. Security, Soc. Sci. Research Counc. 1943. Pp. xiii, 260, plus Appendix. 
$2.50.) 


Consumption; Income Distribution; Codperation 
Davis, J. S. Wartime food management—an analysis with recommendations. Econ. Sentinel, 
Vol. 1, no. 1. (Los Angeles: Los Angeles Chamber of Commerce. 1943. Pp. 46.) 


Hepicer, E. S. Agricultural codperation in the Americas. Foreign pol. repts., Vol. 19, no. 
13. (New York: Foreign Pol. Assoc. 1943. Pp. 11. 25c.) 


Mactran y Estenos, A. The agricultural codéperative movement in Peru. Ser. on co- 
operatives, no. 21. (Washington: Pan American Union. 1943. Pp. 16, mimeo.) 


Mapce, C. War-time pattern of saving and spending. Nat. Inst. of Econ. and Soc. Research, 
occasional paper 4. (New York: Macmillan. 1943. Pp. 145. $1.50.) 


Codperative management and marketing for the woodland owner. Farmers’ bull. no. 1927. 
(Washington: Supt. Docs. 1943. Pp. 16. Sc.) 


Codperatives in post-war reconstruction. (New York: Codperative League 1943. 10c.) 


Credit union co-ops; their purpose and use for study and action. (New York: Cooperative 
League. Pp. 19. 10c.) 
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Developments in consumers’ codperation in 1942. Bur. of Labor Stat. bull. 733. (Washing- 
ton: Supt. Docs. 1943. Pp. 17. 5c.) 

Rural family spending and saving in wartime. Dept. of Agric. misc. pub. 520, (Washington : 
Supt. Docs. 1943. Pp. 163. 20c.) 


Population; Migration; Vital Statistics 

Gist, N. P., Prarsrap, C. T. and Grecory, C. L. Selective factors in migration and oc- 
cupation. Stud., Vol. XVIII, no. 2. (Columbia: Univ. of Missouri. 1943. Pp. 166. $1.50.) 

Hapsex, W. N. Can Europe’s refugees find new homes? Foreign pol. repts., Vol. 19, no. 10, 
(New York: Foreign Pol. Assoc. 1943. Pp. 8. 25c.) 

Kutiscuer, E. M. The displacement of population in Europe. Stud. and rept. ser. 0, no. 8. 
(Washington: Internat. Labor Office. 1943. Pp. iv, 171. $1.) 

Lanois, P. H. Population problems; a cultural interpretation. (New York: Am. Book. 
1943. Pp. 512. $3.75.) 

Births, infant mortality, maternal mortality, graphic presentation. Children’s Bur. pub. 288. 
(Washington: Supt. Docs. 1943. Pp. 1940. $1.) 

Post-war migrations: proposals for an international agency. Jews and the post-war world 
ser., no. 5. (New York: Research Inst. on Peace and Post-War Problems, Am. Jewish 
Committee. 1943. Pp. 54. 10c.) 

Vital statistics of the United States, 1940: Pt. 1. Natality and mortality data with supple- 
mental tables for Hawaii, Puerto Rico and the Virgin Islands. Pt. 2. Natality and mortality 
data tabulated by place of residence. (Washington: Bur. of the Census. 1943. Pp. 657; 
334. $2; $1.25.) 


Unclassified Items 


Bearp, C. A. The Republic: conversations on fundamentals. (New York: Viking. 1943. Po. 
378. $3.) 

Cannon, J. P. The struggle for a proletarian party. (New York: Pioneer Publishers. 1943. 
Pp. 315. $2; paper, $1.50.) 

Duccan, S. A professor at large. (New York: Macmillan. 1943. Pp. xviii, 468. $3.50.) 

Hatt, R. O. Handbook of tabular presentation—how to edit and design statistical tables. 
(New York: Ronald Press. 1943. Pp. viii, 112. $3.50.) 

Hiss, P. H. A selective guide to the English literature on the Netherlands West Indies, 
with a Supplement on British Guiana. Spec. booklet no. 9. (New York: Netherlands In- 
formation Bur. 1943. Pp. xiii, 129. 75c.) 

Ocsurn, W. F., editor. American society in wartime. Walgreen Found. lectures. (Chicago: 
Univ. of Chicago Press. 1943. Pp. 244. $2.50.) 

Waurraxer, A. P. Inter-American affairs, 1942. Annual survey no. 2. (New York: Colum- 
bia Univ. Press. 1943. Pp. ix, 252. $3.) 

Handbook of federal world war agencies and their records, 1917-1921. (Washington: Supt. 
Docs. 1943. Pp. 679. $1.25.) 

Report of the forty-second annual conference of The Labour Party, held in London, June 
14-18, 1943. (London: The Labour Party. 1943. Pp. 238. 2s, 6d.) 


PERIODICALS 


Economic Theory; General Works 


BRONFENBRENNER, M. Minimum wages, unemployability, and relief: a theoretical note. 
So. Econ. Jour., July, 1943. Pp. 8. 

Fuus, H. S. and Fertner, W. External economies and diseconomies. Am. Econ. Rev., 
Sept., 1943. Pp. 19. 

Far, J. T. Ruskin and the orthodox political economists. So. Econ. Jour., July, 1943. 
Pp. 13. 

Lance, O. The theory of the multiplier. Econometrica, July-Oct., 1943. Pp. 19. 

Moonitz, M. The risk of obsolescence and the importance of the rate of interest. Jour. 
Pol. Econ., Aug., 1943. Pp. 8. 

Peck, H. W. The new economy and the machine. Social Forces, Oct., 1943. Pp. 9. 


Rever, M. W. An alternative interpretation of tne Cobb-Douglas function. Econometrica, 
July-Oct., 1943. Pp. 6. 

Samuetson, P. A. A fundamental multiplier identity. Econometrica, July-Oct., 1943. 
Pp. 6. 

——. Further comment on welfare economics. Am. Econ. Rev., Sept., 1943, 
Pp. 4. 

Scoon, R. Professor Robbins’ definition of economics. Jour. Pol. Econ., Aug., 1943. Pp. 12. 


Economic History 
Horserietp, J. K. Gibson and Johnson: a forgotten cause celébre. Economica, Aug., 


1943, Pp. 5. 


Jensen, M. The idea of a national government during the American revolution. Pol. 
Sci. Quart., Sept., 1943. Pp. 24. 


Economic Systems; National Economies; Post-War Planning 
ae C. K. Regionalism in China’s postwar reconstruction. Social Forces, Oct., 1943. 
p. 20. 


Corns, M. How about postwar plans for the banks. Banking Law Jour., Sept., 1943. Pp. 9. 


— H. The industrialisation of agricultural countries. Econ. Jour., June-Sept., 1943. 
p. 14. 


— The application of German geopolitics: geosciences. Am. Pol. Sci. Rev., Aug., 
3. Pp. 9, 


Hocc, Q. British policy: a conservative forecast. Foreign Affairs, Oct., 1943. Pp. 17. 
IsteL, A. The reconstruction of France. Foreign Affairs, Oct., 1943. Pp. 12. 
Jounstone, W. C. Japan’s “new” China policy. Far East. Survey, Sept. 22, 1943. Pp. 7. 
Liv, N. C. China’s political development. Far East. Survey, Oct. 6, 1943. Pp. 4. 
oe . W. The German people and the postwar world. Am. Pol. Sci. Rev., Aug., 
4 
Ricuts, E. J. and Jack, L. B. The transition from war to peace economy: analysis of 
an international report. Internat. Lab. Rev., July, 1943. Pp. 22. 
RestNSTEIN-RODAN, P. N. Problems of industrialisation of eastern and southeastern 
“rope. Econ. Jour., June-Sept., 1943. Pp. 10. 
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Srorza, C. Italy and her neighbors after the war. Foreign Affairs, Oct., 1943. Pp. 8. 
Witson, J. G. G. The present versus the future. Econ. Record, June, 1943. Pp. 15. 


Statistics; Economic Mathematics; Accounting 


Herr, R. W. Establishing control of factory overhead. N.A.C.A. Bull., Aug. 15, 1943. Pp. 17. 
Myers, H. J. Do standard costs aid war production? N.A.C.A. Bull., Sept. 1, 1943. Pp. 15. 


Stans, M. H. Accounting problems of the small business. Jour. Accountancy, Sept., 1943. 
Pp. 10. 


Business Cycles and Fluctuations 
von Mises, L. “Elastic expectations” and the Austrian theory of the trade cycle. Eco- 
nomica, Aug., 1943. Pp. 2. 
Morcenstern, O. On the international spread of business cycles. Jour. Pol. Econ., Aug., 
1943. Pp. 23. 


Spero, H. and Leavitt, J. A. Inflation as a postwar problem. Jour. Pol. Econ., Aug., 
1943. Pp. 5. 


Warsurton, C. Who makes the inflationary gap? Am. Econ. Rev., Sept., 1943. Pp. 6. 
The promotion of full employment in Switzerland. Internat. Lab. Rev., Oct., 1943. Pp. 4. 


Public Finance; Fiscal Policy; Taxation 
Brown, E. C. and Patterson, G. Accelerated depreciation: a neglected chapter in war 
taxation. Quart. Jour. Econ., Aug., 1943. Pp. 16. 
Carstaw, H. S. Australian income tax, 1943. Econ. Record, June, 1943. Pp. 10. 


Emerson, O. I. The equalization program of the Bureau of Taxation of the State of 
Maine. Bull. Nat. Tax Assoc., Oct., 1943. Pp. 4. 


Enstey, G. W. A budget for the nation. Soc. Research, Sept., 1943. Pp. 21. 
Haic, R. M. The background of our war finance. Pol. Sci. Quart., Sept., 1943. Pp. 1’. 


Harris, C. L. Revenue implications of a progressive-rate tax on expenditures. Rev. Econ. 
Stat., Aug., 1943. Pp. 17. 


Hiccins, B. Postwar tax policy. Canadian Jour. Econ. and Pol. Sci., Aug., 1943. Pp. 21. 


Mack, C. E. and Knox, J. M. Disposition of government property. Harvard Bus. Rev. 
Pt. I, Autumn, 1943. Pp. 9. 


Moe, G. A. The Bureau of the Budget and governmental budgeting in wartime. NACA. 
Bull., Sept. 15, 1943. Pp. 20. 


Wauirttesey, C. R. Retirement of internally held debt. Am. Econ. Rev., Sept., 1943. Pp. 5. 


Wricut, D. McC. Moulton’s The New Philosophy of Public Debt. Am. Econ. Rev., Sept, 
1943. Pp. 18. 


British white paper on war finance. Fed. Res. Bull., Aug., 1943. Pp. 12. 
Financing two great wars. Bankers Mag., Oct., 1943. Pp. 3. 


Money and Banking; Short-Term Credit 
Cooxe, G. W. Savings deposits in mutual and nonmutual banks. Jour. Business, July, 
1943. Pp. 9. 
Dante, H. and Bettz, M. Wartime banking controls in Australia. Banking Law Jou. 
Sept., 1943. Pp. 8. 


Exersore, J. F. Banks can make more postwar jobs. Harvard Bus. Rev., Pt. I, Autum, 
1943. Pp. 9. 


von Havex, F. A. A commodity reserve currency. Econ. Jour., June-Sept., 1943. Pp. 9 
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Ownership of bank deposits. Fed. Res. Bull., Oct., 1943. Pp. 6. 
Postwar banking. Bankers Mag., Oct., 1943. Pp. 4. 


The progress of banking in Great Britain and Ireland during 1942. II. Bankers Mag., Aug., 
1043. Pp. 10. IIL. Sept., 1943. Pp. 10. IV. Oct., 1943. Pp. 10. 


Statistics of deposit ownership. Fed. Res. Bull., Oct., 1943. Pp. 7. 


International Trade, Finance and Economic Policy 


Bricos, H. W. Treaties, executive agreements, and the Panama joint resolution of 1943. 
Am. Pol. Sci. Rev., Aug., 1943. Pp. 6. 

Hurscuman, A. O. The commodity structure of world trade. Quart. Jour. Econ., Aug., 
1943. Pp. 31. 

Jack, L. B. Proposals for international exchange stabilisation: analysis of British, Canadian, 
French and United States plans. Internat. Lab. Rev., Aug., 1943. Pp. 17. 


Netsser, H. P. An imterntional reserve bank—comments on the American-British plans. 
Soc. Research., Sept., 1943. Pp. 15. 


Rosinson, J. The international currency proposals. Econ. Jour., June-Sept., 1943. Pp. 15. 


ScuweitzeEr, A. The réle of foreign trade in the Nazi war economy. Jour. Pol. Econ., Aug., 
1943. Pp. 16. 


ve VecH, 1. The international clearing union. Am. Econ. Rev., Sept., 1943. Pp. 23. 

\rver, J. Two plans for international monetary stabilization. Yale Rev., Autumn, 1943. 
Pp. 31. 

Postwar international money stabilization. Fed. Res. Bull., Aug., 1943. Pp. 11. 


Business Finance; Insurance; Investments; Securities Markets 
Cooper, W. A. Am integrated plan for postwar reserve allowances. Jour. Accountancy, 
Sept., 1943. Pp. 8. 


Hussarp, J. B. Nonrefunding security flotations and capital structures. Rev. Econ. Stat., 
Aug., 1943. Pp. 10. 


Keynes, Lorv. The objective of international price stability. Econ. Jour., June-Sept., 
1943. Pp. 3. 


Macit, R. Business, investment and taxation. Trusts and Estates, Oct., 1943. Pp. 4. 


May, G. 0. Corporate structures and federal income taxation. Harvard Bus. Rev., Pt. I, 
Autumn, 1943. Pp. 9. 


O'Leary, J. J. Should federal deposit insurance be extended? So. Econ. Jour., July, 1943. 
Pp. 11. 


Purcett, G. Codperation between SEC and public accountants. Jour. Accountancy, Aug., 
1943. Pp. 4. 


SLicHTER, S. H. Present savings and postwar markets. Harvard Bus. Rev., Part II, 
Autumn, 1943. Pp. 73. 


Public Control of Business; Public Administration; National 
Defense and War 


CLaRK, J. M. Rejoinder [to Professor Mund on imperfect competition theory and basing- 
point problems]. Am. Econ. Rev., Sept., 1943. Pp. 4. 

DickINson, J. Enemy-owned property: restitution or confiscation? Foreign Affairs, Oct., 
1943, Pp. 17. 


“a C. D. Thurman Arnold and the antitrust laws. Pol. Sci. Quart., Sept., 1943. 
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Gorpon, L. The dilemma of materials control. Dun’s Rev., Aug., 1943. Pp. 9. 

Harris, S. E. Subsidies and inflation. Am. Econ. Rev., Sept., 1943. Pp. 16. 

Hitpesranp, G. H., Jr. Monopolization and the decline of investment opportunity. Am. 
Econ. Rev., Sept., 1943. Pp. 11. 

Innis, H. A. Decentralization and democracy. Canadian Jour. Econ. and Pol. Sci., Aug, 
1943. Pp. 14. 

Macmanon, A. W. Congressional oversight of administration: the power of the purse. 

_ IL. Pol. Sci. Quart., Sept., 1943. Pp. 35. 

Miter, J. P. The tactics of retail price control. Quart. Jour. Econ., Aug., 1943. Pp. 25, 

Mono, V. A. Reply to Professor Clark on imperfect competition theory and basing-point 
problems. Am. Econ. Rev., Sept., 1943. Pp. 5. 

Netson, S. Basing-point problems: comment. Am. Econ. Rev., Sept., 1943. Pp. 2. 

NicHotis, W. H. Constitutional aspects of public regulation of business price policies. 
Jour. Farm Econ., Aug., 1943. Pp. 23. 

Petriz, J. R. Business efficiency in the Canadian war effort. Canadian Jour. Econ. and 
Pol. Sci., Aug., 1943. Pp. 9. 

Wuuls, J. W. The literature of OPA. Michigan Law Rev., Oct., 1943. Pp. 22. 

Wise, H. L. Price stabilization in New Zealand. Econ. Record, June, 1943. Pp. 8. 

Cost of living and price regulation in Mexico. Mo. Lab. Rev., Aug., 1943. Pp. 7. 


Industrial Organization; Price and Production Policies; Business Methods 
Bisson, T. A. Japan’s new “industrial conversion” program. Far East. Survey, Sept. 8, 


1943. Pp. 3. 
Stein, G. Free China’s industrial production. Far East. Survey, Aug. 11, 1943. Pp. 4. 


Marketing; Domestic Trade 


Converse, P. D. Tobacco auctions evaluated. Jour. Business, July, 1943. Pp. 13. 

McNair, M. P. Wartime inflation and department stores. Harvard Bus. Rev., Pt. |, 
Autumn, 1943. Pp. 14. 

Scumatz, C. N. Retail credit in the postwar world. Harvard Bus. Rev., Pt. I, Autumn, 
1943. Pp. 12. 


Miniag; Manufacturing; Construction 
Benre, C. H., Jr. India’s mineral wealth and political future. Foreign Affairs, Oct., 1943. 


Pp. 16. 
Suaw, A. G. L. The Australian coal industry, 1929-1939. Econ. Record, June, 1943. Pp. 18. 


Transportation; Communication; Public Utilities 
Stern, G. China’s internal transport system. Far East. Survey, Oct. 20, 1943. Pp. 3. 
Warner, E. Airways for peace. Foreign Affairs, Oct., 1943. Pp. 17. 
Agriculture; Forestry; Fisheries 


Horton, D. C. Finance and effective wartime use of agricultural resources. So. Econ. Jour. 
July, 1943. Pp. 13. 
Jounson, S. E. Food production policies in wartime. Jour. Farm Econ., Aug., 1943. Pp. 15. 
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Wuiovcusy, G. W. Codperation between the state and federal departments of agriculture. 
Iowa Jour. Hist. and Pol., Oct., 1943. Pp. 27. 

Witt, L. W. Changes in the agriculture of South Central Brazil. Jour. Farm Econ., Aug., 
1943. Pp. 22. 

The United Nations conference on food and agriculture. Internat. Lab. Rev., Aug., 1943. 
Pp. 18. 


Economic Geography; Regional Planning; Urban Land; Housing 


Stamp, L. D. Land utilization in Britain 1937-1943. Geograph. Rev., Oct., 1943. Pp. 22. 
Tumsy, G. F. Permanent resources. Economica, Aug., 1943. Pp. 13. 


Vance, R. B. Human resources and public policy: on essay toward regional-national 
planning. Social Forces, Oct., 1943. Pp. 6. 


Labor and Industrial Relations 


Branois, B. British prices and wage rates: 1939-1941. Quart. Jour. Econ., Aug., 1943. 
Pp. 22. 

Bropy, M. S. Wage rates and living costs in a war economy. Jour. Business, July, 1943. 
Pp. 38. 

Crockett, G. W., Jr. Reinstatement of employees under the Fair Labor Standards Act. 
Michigan Law Rev., Aug., 1943. Pp. 26. 

Hare, A. E. C. Industrial relations and economic theory. Econ. Record, June, 1943. Pp. 12. 

Havtnorne, G. V. Agricultural manpower. Canadian Jour. Econ. and Pol. Sci., Aug., 
1943. Pp. 18. 

Jounstone, E. M. Principles of employment supervision in war and peace. Internat. Lab. 
Rev., Sept., 1943. Pp. 31. 

Locan, H. A. Trends in collective bargaining: a study in causal analysis. Canadian Jour. 
Econ. and Pol. Sci., Aug., 1943. Pp. 17. 

Muantx, S. Problems of legislation relating to collective bargaining. Canadian Jour. Econ. 
and Pol. Sci., Aug., 1943. Pp. 6. 

Norturup, H. R. Negroes in a war industry: the case of shipbuilding. Jour. Business, 
July, 1943. Pp. 13. 

The Negro and unionism in the Birmingham, Ala., iron and steel industry. So. Econ. 
Jour., July, 1943. Pp. 14. 

Suister, J. The theory of union wage rigidity. Quart. Jour. Econ., Aug., 1943. Pp. 21. 

7 economics of collective wage bargaining: a case study. Jour. Pol. Econ., Aug., 1943. 
p. 10. 

Canada’s manpower situation. Lab. Gazette, July, 1943. Pp. 7. 

The employment of prisoners of war in Germany. Internat. Lab. Rev., Sept., 1943. Pp. & 

Employment and working conditions in India. Mo. Lab. Rev., Sept., 1943. Pp. 18. 

Foreign workers and manpower in Germany. Mo. Lab. Rev., Sept., 1943. Pp. 4. 

Juvenile labour in wartime in the United States. Internat. Lab. Rev., Sept., 1943. Pp. 14. 

Manpower requirements for 1943-1944. Mo. Lab. Rev., Aug., 1943. Pp. 8. 

Sources of labor supply for the war. Mo. Lab. Rev., Aug. 1943. Pp. 3. 

Wartime labor control in the Union of South Africa. Mo. Lab. Rev., Sept., 1943. Pp. 11. 

Wartime labor productivity in railroad transportation. Mo. Lab. Rev., Sept., 1943. Pp. 8. 
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Social Insurance; Relief; Pensions; Public Welfare 
Burns, E. M. The Beveridge Report. Am. Econ. Rev., Sept., 1943. Pp. 22. 
HERMAN, S. The food stamp plan: termination. Jour. Business, July, 1943. Pp. 22. 
HIRSCHFELD, G. $20 billion for social security? Trusts and Estates, Aug., 1943. Pp. 9, 


Mutts, L. A. Government and social services in Ceylon. Far East. Survey, Aug. 25, 1943, 
Pp. 4. 


Rostnson, G. B. Old-age security and the war. Jour. Accountancy, Oct., 1943. Pp. 13. 


Wacker, E. R. Minimum welfare standards as a post-war objective. Internat. Lab. Rev., 
Oct., 1943. Pp. 17. 


Characteristics of applicants for old-age and survivors insurance. Mo. Lab. Rev., Sept, 
1943. Pp. 6. 


Economic rehabilitation of prisoners of war in France. Internat. Lab. Rev., Oct., 1943. 
Pp. 13. 

Family allowances in various countries. Mo. Lab. Rev., Aug., 1943. Pp. 12. 

The first British industrial conference. Internat. Lab. Rev., Oct., 1943. Pp. 19. 


The rehabilitation and resettlement of disabled persons in Great Britain: report of the 
interdepartmental committee. Internat. Lab. Rev., July, 1943. Pp. 13. 


Social planning in Sweden. Internat. Lab. Rev., Sept., 1943. Pp. 8. 


Consumption; Income Distribution; Codperation 
APEL, H. Self-liquidating wages. Soc. Research, Sept., 1943. Pp. 11. 


FisHer, L. H. What is a minimum adequate farm income? Jour. Farm Econ., Aug., 1943. 
Pp. 9. 


Gop, N. L. and Entow, M. The demand for food by low income families. Quart. Jour. 
Econ., Aug., 1943. Pp. 34. 


Hore, E. C. Agriculture’s share of the national income. Canadian Jour. Econ. and Pol. 
Sci., Aug., 1943. Pp. 10. 

Ruopes, E. C. The distribution of incomes in the United States. Economica, Aug., 1943. 
Pp. 10. 


Work of reconstruction coéperatives in France after First World War. Mo. Lab. Rev., Aug., 
1943. Pp. 6. 


Population; Migration; Vital Statistics 
Bruner, J. S. How much postwar migration? Am. Jour. Soc., July, 1943. Pp. 7. 
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NOTES 


PROGRAM OF THE FIFTY-SIXTH ANNUAL MEETING OF 
THE AMERICAN ECONOMIC ASSOCIATION 


As announced in the September number of THe AMERICAN Economic Review, the 
American Economic Association has arranged a joint program with the American Political 
Science Association and the American Society for Public Administration, to be held in 
Washington, D.C., January 20-23, 1944, Although this meeting cannot take on all aspects of 
the annual meeting of the Association, regular business meetings of the Association and of 
the Executive Committee will be held at this time and place. This meeting is construed as 
more a local than a national one, and because of the transportation situation it is expected 
that attendance will be limited mainly to those in the immediate vicinity. It is hoped that 
local meetings will be organized in metropolitan and university areas, to be held con- 
currently with the Washington meetings. Members who wish to arrange such local meetings 
will please communicate with the Secretary of the Association. 

The present seems a most logical and opportune time for these three Associations to 
meet together and every effort has been made to secure a program which will deal in a 
statesmanlike manner with long-run post-war economic, political and administrative prob- 
lems. A few details remain to be cleared up, but the program as printed below is in prac- 
tically final shape. The sessions on public finance have been arranged by Professor Simeon 
E. Leland. The rest of the program has been arranged by President A. B. Wolfe in 
consultation with Professor Marshall E. Dimock, Program Chairman of the American 
Political Science Association, and with the advice of a large number of members of the 
American Economic Association. Please note that the Economics and the joint Economics 
and Political Science sessions are here listed. 


Thursday, January 20 
3:00 pat. Public meeting: United States Leadership in the Post-War World 
Speaker to be announced, “United States Leadership in the Post-War World” 
J. B. Condliffe, Carnegie Endowment for International Peace, “The Economic 
Organization of Welfare” 
Discussion: To be arranged 


Friday, January 21 
10:00 Ast. 1. Joint meeting: Political Economy, Political Science and Values 
Raymond T. Bye, University of Pennsylvania, “Some Criteria of Social Economy” 
J. M. Gaus, University of Wisconsin 
Discussion: J. J. Spengler, Duke University 
2. Joint meeting: The Implemental Aspects of Public Finance 
Roy Blough, Director of Research and Statistics, Treasury Department, “Public 
Finance, Economics, Politics, and Administration” 
Harold M. Groves, University of Wisconsin, “Needed Changes in the Post-War 
Federal Tax System” 
Discussion: William Anderson, University of Minnesota 
Walter A. Salant, Office of Price Administration 
Gerhard Colm, Bureau of the Budget 
Ralph E, Flanders, Jones and Lamson Machine Company, Springfield, 
Vermont 
12:30 p.m. Joint luncheon meeting 
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Joseph Eastman, “Public Administration of Transportation under War Conditions” 
2:30 P.M. 1. Joint roundtable: The Educational Function of Economists and Political 
Scientists 
Leaders: J. M. Clark, Columbia University 
Frank H. Knight, University of Chicago 
Robert D. Leigh, Bennington College 
William Anderson, University of Minnesota 
2. Economics meeting: Social Security 
Eveline M. Burns, Washington, D.C., “Social Insurance in Evolution” 
Edwin E. Witte, Chairman, Regional War Labor Board, Detroit, “What We Should 
Expect from Social Security” 
Discussion: J. Douglas Brown, Princeton University 
E. W. Bakke, Yale University 
Emerson P. Schmidt, Committee on Economic Development 
6:00 p.m. Dinner and meeting of American Economic Association Executive Committee 
6:30 p.m. Joint dinner meeting: Speaker to be announced 
7:00 P.M. Business meeting of American Economic Association 
8:00 p.m. Presidential address: A. B. Wolfe, Ohio State University 


Saturday, January 22 


10:00 a.m. 1. Economics meeting: The Structure of Post-War American Business 
Theodore N. Beckman, Ohio State University, “Large and Small Business after the 
War” 
Theodore O. Yntema, University of Chicago and Committee on Economic Develop- 
ment, “ ‘Full’ Employment in a Private Enterprise System” 
Julius Hirsch, New York, “Facts and Fantasies Concerning Full Employment” 
Discussion: Edwin G. Nourse, The Brookings Institution 
Sumner H. Slichter, Harvard University and Committee on Economic 
Development 
Chalmers Hammill, Antitrust Division, Department of Justice 
J. Raymond Walsh, Congress of Industrial Organizations 
2. Joint meeting: Political Economy, Political Science, and Values 
Arthur Salz, Ohio State University, “The Present Position of Economics” 
Herbert von Beckerath, Duke University, “Interrelations between Moral and Economic 
Factors in the Post-War World” 
Francis G. Wilson 
Discussion: Wesley C. Mitchell, Columbia University 
Frank H. Knight, University of Chicago 
Frank D. Graham, Princeton University 
3. Joint roundtable: Bureaucracy in Government and Business Corporations 
Leaders: Walton H. Hamilton, Yale University 
Lloyd G. Reynolds, The Johns Hopkins University 
2:30 p.m. 1. Economics meeting: Post-War Public Finance 
Carl Shoup, Division of Tax Research, Treasury Department, “The Future Federal 
Interest Charge in Relation to National Production and Taxable Capacity” 
Simeon E. Leland, University of Chicago, “The Management of the Public Debt after 
the War” 
Discussion: A. P. Lerner, New School for Social Research 
Simon Kuznets, War Production Board 
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Dan Smith, Harvard University 
Lawrence H. Seltzer, Wayne University 
2. Economics meeting: Post-War Labor Problems 
Carroll R. Daugherty, National War Labor Board, “Union Policies and Leadership 
after the War” 
George W. Taylor, Chairman, War Labor Board, “Wage Regulation in Post-War 
America” 
Lewis L. Lorwin, Washington, D.C., “Labor’s Post-War International Organization” 
Discussion: David Kaplan, International Brotherhood of Teamsters 
David A. McCabe, Princeton University 
Ernesto Garzala, Pan American Union 
Robert J. Watt, International Representative, American Federation of Labor 
8:00 paw. Presidential address: Robert E. Cushman, Cornell University, “Civil Liberty 
after the War” 


Sunday, January 23 
10:00 a.m. 1. Economics meeting: Post-War Domestic Monetary Problems 
C. R. Whittlesey, University of Pennsylvania, “Problems of Our Post-War Monetary 
and Banking System” 
Karl R. Bopp, Federal Reserve Bank, Philadelphia, “The War and The Future of 
Central Banking” 
Discussion: John K. Langum, Federal Reserve Bank, Chicago 
Lawrence H. Seltzer, Wayne University 
2. Economics meeting: Economic Theory in Relation to the Long-Run Post-War 
Situation 
Z. C. Dickinson, University of Michigan, “The Problem of Incentive in a Regulated 
Capitalistic Economy” 
Morris A. Copeland, War Production Board, “How to Achieve Full and Stable 
Employment” 
Discussion: John C. Baker, Harvard University 
R. A. Gordon, University of California 
3. Economics meeting: International Trade 
Jacob Viner, University of Chicago, “Economic Relations between Divergent Eco- 
nomic Systems” 
Corwin D. Edwards, Antitrust Division, Department of Justice, “International Cartels 
as Obstacles to the Regulation of International Trade” 
— W. Bidwell, Council on Foreign Relations, “United States Tariff Policy after 
the War” 
Discussion: Arthur R. Upgren, Federal Reserve Bank, Minneapolis 
Eugene Staley, Washington, D.C. 
12:30 p.t. Joint luncheon meeting 
Sir Arthur Salter 
T. V. Soong 
230 pat. 1. Joint meeting: Regional Problems 
— Holland, Institute for Pacific Relations, “The Political Economy of the Pa- 
cific” 
Dana Munro, School of Public and International Affairs, Princeton University, “Our 
Post-War Economic Relations with Latin America” 
Discussion: S. R. Chow 
George Wythe, Liaison Officer, Department of Commerce 
Amos Taylor, Director of the Bureau cf Foreign and Domestic Commerce 
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2. Joint roundtable: Post-War Europe 
3. Economics meeting: International Monetary Problems 


John H. Williams, Harvard University and Federal Reserve Bank, New York 
“International Monetary Plans” 


Howard S. Ellis, University of California, “Can National and International Monetary 
Policies be Reconciled ?” 
Discussion: Redvers Opie, British Embassy 
J. W. Angell, Columbia University 
Frank D. Graham, Princeton University 


4. Joint meeting: The Post-War Legal and Economic Position of American Women 

Viva B. Boothe, Director of the Bureau of Business Research, Ohio State University, 
“The Post-War Gainful Employment of Women” 

Speaker to be announced, “Constitutional Equality versus Protective Legislation for 
Women” 


Mary Anderson, Director, Women’s Bureau, Department of Labor, “The Post-War 
Réle of American Women” 


6:00 p.m. Dinner meeting of American Economic Association Executive Committece 
7:00 p.m. Business meeting of the American Economic Association 


8:00 p.m. Economics meeting: Symposium by Past Presidents of the American Economic 
Association, What Should Be the Relative Spheres of Private Business and Govern- 
ment in Our Post-War American Economy ?” 


The following names have recently been added to the membership of the American 
Economic ASSOCIATION : 


Adler, H. A., 42 Walter Hastings Hall, Harvard University, Cambridge, Mass. 

Bell, W. J., 1438 Wolf St., Philadelphia 45, Pa. 

Bernt, H. H., 117 Grove St., Elmira, N.Y. 

Bingham, V. A., 7201 Fifth Ave., Kenosha, Wis. 

Bittner, M. R., 1034 Hamilton St., Allentown, Pa. 

Bravo, E. C., 3870 Rodman St. N.W., Washington, D.C. ; 

Brigss, W. S., School of Business Administration, Rhode Island State College, Kingston, 
R.I. 

Buhr, O., 505 Lincoln Rd., Grosse Pointe 30, Mich. 

Cahn, F. B., Pikesville, Md. 

Cardenas, J. V., Edificio “Sud-América,” Segundo Piso, Plaza San Martin, Lima, Peru. 

Caverly, H. L., 1000 Penobscot Bldg., Detroit 26, Mich. 

Chatfield-Taylor, W., 1743 22nd St. N.W., Washington, D.C. 

Clough, S. B., Social Science Research Council, 230 Park Ave., New York, N.Y. 

Cook, F. H., 523 Fairway Dr., State College, Pa. , 

Craf, J. R., Department of Military Science and Tactics, Stanford University, Calif. 

Decker, J., 336 17th Pl. N.E., Washington, D.C. 

Felton, J. R., 2197 Divisadero St., San Francisco, Calif. 

Fuller, Lt. (j.g.) D. R., 2302 41st St. N.W., Washington 7, D.C. 

Grubbs, W. M., 705 Faculty St., Boone, N.C. 

Hartland, P. C., Mount Holyoke College, 14 Porter Hall, South Hadley, Mass. ; 

Herbert, C. P., St. Paul Bureau of Municipal Research, Athletic Club Bldg., St. Paul, Minn. 

Hoeber, F. P., 2108 Key Blvd., Arlington, Va. 

Hogan, T. E., 25 Holt Pl., Takoma Park, Md. 

Jacobson, S., 3626 Kings Highway, Brooklyn, N.Y. 

Jones, S. V., 40 E. 49th St., New York 17, N.Y. 

Liberfarb, S., 1727 R St. N.W., Washington, D.C. 

Lilliston, L. F., 745 Forest Ave., Oak Park, IIl. 

Lopez-Fresquet, R. A., E. No. 409, Apartamento 301, Vedado, Havana, Cuba. 

MacRae, D., Jr., 8 Dana St., Cambridge 38, Mass. 

Maguire, T. P., 3744 Notthingham, Houston 5, Tex. 
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McKay, R., 15 E St. N.W., Washington, D.C. 
Model, M., 1076 S. Edison St., Columbia Forest, Arlington, Va. 
Montes, O. G., Calle C No. 408, entre 17 y 19, Vedado, Havana, Cuba. 


ork, Moore, Pvt. G. S., c/o Mr. S. S. Evans, Mertzon, Tex. 
Nerboso, Mrs. R. W., 4635 Hillside Rd. S.E., Washington, D.C. 
tary Nixon, R. A., 325 N. Thomas St., Arlington, Va. 


Oxenfeldt, Mrs. G. E., 1841 Athens St., Boulder, Colo. 
Penery, J. E., Jr., Room 830, Barr Bldg., 17th St. N.W., Washington, D.C. 
Puente-Duany, R. B., 1930 Pennsylvania Ave. N.W., Washington 6, D.C. 
Rabinowitz, S., 1309 Decatur St. N.W., Washington, D.C. 
Raymond, F. I., 629 W. Washington Blvd., Chicago 6, Ill. 

ymen Rosenfelt, M., Spencerville, Md. 

Sard, E. L., 3014 Gainesville St. S.E., Washington, D.C. 


~~ Setzer, L., Apt. 4, 1747 Galen St. S.E., Washington, D.C. 
Smith, T., 3101 Pennsylvania Ave. S.E., Washington 20, D.C. 
1 for Smith, V. R., Confederation Life Association, 12 Richmond St. E., Toronto, Canada. 
Spitzer, F. I., 6315 Waldron St., Pittsburgh, Pa. 
War Szatrowski, Z., Northwestern University, 1822 Sheridan Rd., Evanston, III. 
Takahaski, S., 5738 Drexel Ave., Chicago, Ill. 
Voss, W. J., 439 Ingraham St. N.W., Washington 11, D.C. 
7 Walradt, D., 411 W. 10th Ave., Columbus 1, Ohio. 
Zaret, H., 3104 19th St. N.W., Washington 10, D.C. 
omic The Social Science Research Council has appointed a Committee on War Studies con- 
vern- sisting of the following members: Roy F. Nichols, Donald Young, Pendleton Herring, 


John A. Krout, Edwin G. Nourse, Paul T. Homan, J. P. Baxter III, and Shepard P. 
Clough, Executive Secretary. The committee has undertaken as its initial task the presen- 
tation of topical survey outlines of the impact of World War II upon the following areas 

—_ of American life: (1) economic, (2) social, (3) political, (4) administrative, (5) foreign 
relations, (6) military, (7) intellectual, and (8) scientific and technological. 

It is hoped that these outlines will create interest in the problems involved and stim- 
ulate special detailed studies of segments of the larger areas. Copies of the outlines may 
be secured from the Executive Secretary, who should be addressed at the office of the 
Social Science Research Council, 230 Park Avenue, New York City. 

The committee has associated itself with the Committee on War Records Administra- 
tion, a body set up within the Bureau of the Budget, to form the Advisory Council on 

gston, War History. This association serves both to unify the efforts to secure adequate coverage 
in the writing of war history and to facilitate the efforts of private scholars in securing 


access to war records. The chairman of the Advisory Council is Professor Guy Stanton 
Ford. 


as The following error has been discovered in the review of Earl Browder’s Victory—and 
After? by Carl Landauer in the September 1943 number of this Review, pages 675-677. At 
page 677, line 11, read did for do. 
Richard T. Ely died October 4, 1943. 
Paul T. Cherington died April 24, 1943. 
Abby L. Marlatt died on June 23, 1943. 
Mark A. Smith, chief economist of the United States Tariff Commission, died June 17, 
1943, after several months’ illness. 
Minn. Appointments and Resignations 
Clark Lee Allen has resigned his position with the Office of Price Administration in At- 
lanta, and is now teaching in the Military Government Fiscal School at Duke University. 
A. E. Andress, formerly associate professor at Hiram College, Hiram, Ohio, has been 
Promoted to a full professorship. 
on C. Beatty has resigned his position as assistant professor of economics at Brown 
niversity to accept the position of comptroller of the Lonsdale Company, cotton textile 
manufacturers, 
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Grace Beckett of the department of economics of the University of Illinois has been 
advanced from the rank of instructor to that of associate. 

J. F. Bell, professor of economics at the University of Illinois, has been serving as a 
public member of tripartite panels under the Regional War Labor Board in Region VI. 

Thomas Senior Berry, instructor in economics at Duke University, is on leave while 
serving as senior economist with the Office of Price Administration in Atlanta, Georgia. 

George E. Bigge of the Social Security Board is offering a course in social security in 
the Graduate School of Social Science, Catholic University of America, during 1943-44. 

Roy G. Blakey of the University of Wisconsin and consultant of the Council of State 
Governments, has been elected president for the year 1943-44, of the National Tax Asso- 
ciation. 

Jacob J. Blair, assistant professor of economics at the University of Pittsburgh, is on 
leave of absence during the current academic year to work with the U. S. Conciliation 
Service of the Department of Labor. 

Henry Simon Bloch has been made instructor in the department of economics at the 
Caiversity of Chicago. 

Mary D. Brown, formerly of Weber Junior College, Ogden, Utah, has been appointed 
to the faculty of the business department, University of Utah. 

Daniel Houston Buchanan, professor of economics, University of North Carolina, is 
visiting professor of economics at the University of Chicago. 

Norman S. Buchanan of the University of California is visiting associate professor in the 
Columbia University School of Business for the year 1943-44. 

Henry Buechel, lecturer in the College of Economics and Business, University of Wash- 
ington, was appointed director of disputes for the National War Labor Board, Seattle, 
Washington. 

James Dixon Calderwood resigned as instructor in economics at Ohio State University 
to accept a war job as associate economist with the Office of Foreign Agricultural Relations, 
U. S. Department of Agriculture. 

Robert D. Calkins, dean of the Columbia University School of Business, has been ap- 
pointed a class C director of the New York Federal Reserve Bank. 

John B. Canning of the department of economics of Stanford University is on leave 
for the duration of the war and is serving in the Food Distribution Administration, De- 
partment of Agriculture, Washington, D.C. 

R. H. Coats has been appointed visiting professor of statistics in the department of 
political economy at the University of Toronto. 

Hazel R. Coutts has been appointed instructor of business administration at West Vir- 
ginia University. 

George W. Dandelake, formerly assistant professor of accounting at the University of 
Florida, is now the junior partner of the firm of Smith and Dandelake, Certified Public 
Accountants, in Jacksonville. 

John Raymond Dier has been appointed junior assistant in the department of economics, 
School of Commerce, Accounts, and Finance, New York University, for 1943-1944. 

Joel B. Dirlam has resigned as utilities analyst with the Securities Exchange Commission, 
and accepted a position as instructor in economics at the University of Vermont. "i 

A. B. Drucker, on leave from American University, lectured in economics at the Uni- 
versity of Washington during the autumn quarter of 1943. si 

Allen B. Edwards, formerly instructor in economics at the University of Virginia, has 
been appointed associate professor of economics at Mercer University, Macon, Georgia. 

Wirth F. Ferger has resigned from the Food Distribution Administration, = 
of Agriculture, to become a member of the Business and Industrial Research Committee 
of the Income Tax Unit of the Bureau of Internal Revenue. 
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Paul Fischer, formerly of the University of Maine, has been appointed assistant professor 
of economics at Clark University. 


Paul J. FitzPatrick was recently appointed acting dean of the Graduate School of 
Social Science at the Catholic University of America. 

L. Thomas Flatley resigned his position as professor of finance and accounting of 
Mundelein College and Loyola University to accept a partnership with the public account- 
ing firm of Zick, Price and Company, South Bend. 

Burton H. Gildersleeve, formerly instructor in finance, University of Pittsburgh, has 
resigned to accept a position with the National War Labor Board in Philadelphia. 


Herbert Goldhamer of the department of economics at Stanford University has taken 
leave of absence for the duration of the war, and is Second Lieutenant, classification officer, 
Army Specialized Training Program unit at Cornell University. 

H. M. Gray, professor of economics and assistant dean of the graduate school of the 
University of Illinois, is a public member of the War Labor Board, Region VI. 

Francis J. Haas, dean of the Graduate School of Social Science of Catholic University of 


America, has taken leave of absence to serve as chairman of the Fair Employment Practice 
Committee. 


Bernard F. Haley is on leave from the department of economics at Stanford University, 
and is now assistant chief in the division of economic studies in the Department of State, 
Washington. 

Seth Hammond of the department of economics, University of Illinois, has been ad- 
vanced from the rank of instructor to that of associate. 

0. E. Heskin has been granted leave of absence as associate professor of economics and 
marketing, University of Florida, to serve as economist in the Jacksonville office of the 
Office of Price Administration. 

B. B. Holder, assistant professor of commerce and economics at Washington and Lee 
University, served as senior economist in the Office of Price Administration, Raleigh, last 
summer. 

David H. Hoover, formerly of the department of economics, University of Illinois, 
has been retired with the title of Associate Emeritus. 


Frank R. Hunt has been named acting head of the department of economics at Lafayette 
College. 


M. H. Hunter, professor of economics and head of the department of economics at the 
University of Illinois, has been serving as a public member of tripartite panels under the 
War Labor Board in Region VI. 

Roy W. Jastram is on leave from the department of economics, Stanford University, and 

San operating analyst in the Army Air Force. 

ioe Katz is principal price analyst in the Ammunition Branch of the War Department, 
jashington. 

Jerome L. Kerby is taking leave of absence from Sul Ross State Teachers College for 
the duration of the war and is now associated with Consolidated Vultee Aircraft Corpora- 
tion, Fort Worth. 

Asa S. Knowles, formerly dean of the College of Business Administration at Northeastern 
University, has been made head of the new School of Business Administration of the 
Rhode Island State College. 

Albert T. Lauterbach is now a member of the social science division at Sarah Lawrence 
College and is also economic consultant for the research division of the Committee for 
Economic Development, Washington. 


F.E. Lee, professor of economics, University of Illinois, who has been on sick leave, has 
‘umed to his duties at the university. 


D. Philip Locklin, professor of economics at the University of Illinois, has returned 
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to his teaching duties after a leave of absence in which he directed research for the Board of 
Investigation and Research, Washington. 

D. C. MacGregor, assistant professor of the department of political economy, University 
of Toronto, has been awarded a Guggenheim Fellowship and is on leave of absence jor 
1943-1944, 

J. R. Mallory has been appointed a lecturer for 1943-1944 in the department of political 
economy, University of Toronto. 

Alfred Manes of the School of Business at Indiana University has been appointed pro- 
fessor of insurance and economic research, and nominated coérdinator of area and language 
courses of the Army Specialized Training Program and adviser to the director of the edu- 
cational program for the Armed Forces. 

Charlotte Martin, instructor in secretarial science at Louisiana State University, has 
resigned, 

Walter J. Matherly, dean of the College of Business Administration and acting dean of 
the General College at the University of Florida, has been appointed a public member, part 
time, of the War Labor Board, Region IV. Mr. Matherly is also representing the public 
on the board of directors of the Jacksonville branch of the Federal Reserve Bank of 
Atlanta, 

Leonard Mathy has been appointed a fellow in economics at the University of Illinois. 

J. L. McConnell of the department of economics, University of Illinois, has been 
advanced from the rank of instructor to that of associate. 

John B. McFerrin, associate professor of economics at the University of Florida, is on 
leave of absence, and has been commissioned as a lieutenant (j.g.) in the United States 
Naval Reserve. 

Mary McKinnon has been appointed instructor in secretarial science at Louisiana State 
University. 

Glenn E. McLaughlin recently transferred from the National Resources Planning Board 
to the Planning Division, War Production Board. 

Marian Meinkoth has been appointed a fellow in economics at the University of Illinois. 

F. Eugene Melder was granted a leave of absence from Clark University to serve as 
examiner with the War Labor Board in Detroit. 

E. W. Mounce, formerly of Westminster College, Fulton, Missouri, has joined the 
faculty of the College of Business and Public Administration, University of Maryland. 

Charlotte Muller is teaching introductory economics and European and American ¢co- 
nomic history at Barnard College, Columbia University. 

E. L. Munzer is on leave of absence from St. Francis Xavier University, and has been 
appointed lecturer in the department of political economy at the University of sere. 

S. G. Murray has been appointed lecturer for 1943-1944 in the department of political 
economy, University of Toronto. 

Richard W. Nelson has resigned as chief of the Division of Forest Economics, United 
States Forest Service, to accept an appointment as a member of the newly organized Bus'- 
ness and Industrial Research Committee of the Bureau of Internal Revenue. 

S. H. Nerlove has been promoted to the rank of professor of business economics at 
the University of Chicago. : 

R. M. Nolen, assistant professor of economics at the University of Illinois, has = 
serving as a public member of tripartite panels under the War Labor Board in Region V1. 

H. M. Norton has been promoted from associate professor to professor in the department 
of secretarial science at Louisiana State University. 

John Pagani, department of economics, Stanford University, is on leave for the a 

of the war and is a staff sergeant, U. S. Army, now in the Army Specialized Training 


gram unit at the University of Washington, Seattle. 
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]. F. Parkinson, who is assistant professor in the department of political economy at the 
University of Toronto, is on leave of absence to join the staff of the Wartime Prices and 
Trade Board at Ottawa. 


Carl J. Ratzlaff, head of the department of economics, Lafayette College, is on leave to 
serve in the Area Administration of Reoccupied Territory, Department of State, Wash- 
ington. 

T. W. Schultz, formerly head of the department of economics and sociology, Iowa State 
College, has become professor of agricultural economics in the department of economics at 
the University of Chicago. 


Joseph E. Shafer is now serving as district economist with the Office of Price Ad- 
ministration at Detroit. 

Edward S. Shaw, department of economics, Stanford University, is on leave for the 
duration of the war and is a Lieutenant (j.g.) U.S.N., stationed at Alameda Naval Air 
Station, Alameda, California. 

Floyd R. Simpson, formerly instructor at the University of Minnesota, is now acting 
assistant professor in the College of Economics and Business at the University of Wash- 
ington. 

I. Lyman Singer has been appointed senior assistant in the department of economics, 
School of Commerce, Accounts, and Finance, New York University. 


L. A. Skeoch has been appointed lecturer in the department of political economy, Uni- 
versity of Toronto. 


Henry W. Spiegel is offering a course in War Economics in the Graduate School of Social 
Science, Catholic University of America. 


Henry King Stanford has been appointed to the Tax Foundation-New York University 
fellowship in public finance. 

W. Mackenzie Stevens, Department of State, has just returned from several months of 
cooperative work in business organization and management with the Government of 
China at Chungking, the Government of Burma at Simla, the Ministry of Education, 
Health and Lands of the Government of India at Delhi, the Middle East Supply Council 
at Cairo, and the East Africa Governors’ Conference at Nairobi, Kenya. 


Roland Stucki has returned to the school of business, University of Utah, after a year’s 
leave of absence. 


W. Lou Tandy, formerly of the University of Toledo, has accepted a position as pro- 
fessor of economics at Western Maryland College. 

Lorie Tarshis, formerly of the department of economics, Stanford University, is on 
leave for the duration of the war as an operating analyst with the Army Air Force at Cairo. 
Charles M. Thompson, professor of economics and dean of the College of Commerce 
we Business Administration at the University of Illinois, has retired from his academic 
utes. 


R. L. Thompson, formerly instructor in business administration, Louisiana State Univer- 
sity, has been inducted into the Army. 

Edward D. Trembly, formerly at the University of Toledo, has joined the faculty of 
the College of Business and Public Administration, University of Maryland. 

Robert H. Tucker, dean of the university and professor of economics at Washington 


and Lee University, is serving as a public panel member for the regional War Labor 
Board of Atlanta. 
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VACANCIES AND APPLICATIONS 


The Association is glad to render service to applicants who wish to make known 
their availability for positions in the field of economics and to administrative 
oficers of colleges and universities and to others who are seeking to fill vacancies. 

The officers of the Association take no responsibility for making a selection among 
the applicants or following up the results. The Secretary's Office will merely afford 
acentral point for clearing inquiries; and the Review will publish in this section brief 
descriptions of vacancies announced and of applications made. It is optional with 
those submitting such announcements to publish mame and address or to use a key 
number. 

Communications should be addressed to: The Secretary, American Economic As- 
sociation, Northwestern University, Evanston, Illinois. 


Vacancies 


Industrial Marketing Economist: Wanted, a man with research or industrial experi- 
ence in analyzing markets for industrial products. The work will involve products 
of electro-chemical and electro-metallurgical industries and secondary industries in 
the western United States. P103 


Teachers Available 


Theory, economic history, labor, money: Man, 40, Ph.D., 1934, Vienna. Widely 
traveled; speaks French, German, Italian, Czech. Has teaching (research fellow at 
the University of Chicago), and writing experience; now professor in small American 
College. Desires teaching or research position in a university or college or other 
suitable employment. Available in December, 1943. E125 


Economic history, public control of business, labor, insurance, theory: Man, 32, 
married. Seven years of teaching in universities; publications. Now employed in 
government research. Available immediately. E187 


LONDON SCHOOL OF ECONOMICS AND 
POLITICAL SCIENCE 


University of London 


The following reprints of scarce tracts in economics and political science, li 

London School of Economics and Political Science, are available to pom 
crn Economic Association at the reduced prices quoted, Orders must be sent to the Secretary 
of the American Economic Association, Evanston, Illinois, and must be accompanied by a 
draft in English exchange in favor of the London School of Economics and Political Science. 


A discount of 10% is allowed on orders for the whole series. 


1. Pure Theory of Foreign Trade and Pure Theory of Domestic 

err By Alfred Marshall. (1878) 1930, re-issued 1935; 28, 37 pp. 
s. 6d. 

2. A Lecture on Human Happiness. By John Gray. (1825) 1931; 
72, 16 pp. 3s. 6d. 

3. Three Lectures on the Transmission of the Precious Metals from 
country to country, and the Mercantile Theory of Wealth. By Nassau 
W. Senior. (1828) 1931; 96 pp. 3s. 6d. 

4. Three Lectures on the Value of Money. By Nassau W. Senior. (1840) 
1931; 84 pp. 3s. 6d. 

5. Three Lectures on the Cost of Obtaining Money and on Some Effects 
of Private and Government Paper Money. By Nassau W. Senior. (1830) 
1931; 103 pp. 3s. 6d. 

6. Labour’s Wrongs and Labour’s ae or, The ‘4 of Might and 
the Age of Right. By J. F. Bray. (1839) 1931; 218 pp. 5s. 

7. A Critical Dissertation on the Nature, Measures, and Causes of 
Value ; chiefly in reference to the writings of Mr. Ricardo and his follow- 
ers. By Samuel Bailey. (1825) 1931; xxviii, 258 pp. 5s. 

8. Lectures on Political Economy. By Mountifort Longfield. (1834) 
1931; 12, 268 pp. 5s. 

9. The Graphic Representation of the Laws of Supply and Demand, 
and other Essays on Political Economy. By Fleeming Jenkin. (1868- 
1884) 1931; 6, 154 pp. 4s. 

10. Mathematical Psychics. An Essay on the application of Mathematics 
to the Moral Sciences. By F. Y. Edgeworth. (1881) 1932; 150 pp. Reprint 
exhausted. 

11. Grundziige der Theorie des wirtschaftlichen Giiterwerts. By E. 
v. Bohm-Bawerk. (1886) 1932; 150 pp. 3s. 6d. Reprint exhausted. 

12. Co-ordination of the Laws of Distribution. By Philip H. Wicksteed. 
(1894) 1932; 60 pp. 3s. 6d. , 

13. Wages and Capital. By F. W. Taussig. (1896) with a new introduc- 
tion by the author, 1932, re-issued 1935; ix, xviii, 352 pp. 7s. 6d.* 

14. Tours in England and Wales. By A. Young. (1784-1798) 1932; 336 


pp. 5s. 

15. Uber Wert, Kapital und Rente. By Knut Wicksell. (1893) 1933; 143 
pp. 4s. Reprint exhausted. : 

16. Risk, Uncertainty, and Profit. By Frank H. Knight, Ph.D. (1921) 
with a new introduction by the author, 1933, re-issued 1935; 1937; 1939; 
1940; xliv, 381 pp. 6s. 6d. ‘ 

17. Grundsatze der Volkswirtschaftslehre. By Carl Menger. ( 1871) with 
a new introduction by F. A. von Hayek, 1934; xxxii, xi, 286 pp. (Collected 
Works, Vol. I) 7s. 6d. 

18. Untersuchungen &. d. Methode der Socialwissenschaften, u. der 
Politischen Oekonomie insbesondere. By Carl Menger. (1883) 1933 ; xxxii, 
292 pp. (Collected Works, Vol. IT) 7s. 6d. ; ; 

19.. Kleinere Schriften sur Methode und Geschichte der Volkswirt- 
See By Carl Menger. 1935; vi, 292 pp. (Collected Works, Vol. 
III) 7s. 6d. 

20. Schriften iber Geldtheorie und Wahrungspolitik. By Carl Menger. 
1936; 332 pp. (Collected Works of Carl Menger, Vol. IV) 7s. 6d. 


* These numbers may be secured in an alternative full binding at the extra cost of 1s 
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x THREE NEW Books x 


Sound Policies for Bank Management 


By Robert G. Rodkey, Professor of Banking and Investments, 
University of Michigan 


(orc in this book is not with technical routine, but with major policies to be 
decided by bank executives for the successful operation of a bank today. The 
author recognizes wide divergence of opinion and makes an effort not to offer “right 
answers” to all problems but to advance many ideas and stimulate reappraisal. The 
volume centers around the heart of banking, the sound utilization of funds, and deals 
with the fundamental difficulties that have always confronted banks and the numerous 
changes arising since the early depression years which make present problems more 
dificult of solution: 

Decline in short-term commercial loans and high grade bond yields; thin- 

ning capital margins; risks of changing interest rates and depreciation of 

assets; price competition with business for future executive talent. 
The Foreword by Frederic H. Curtiss, Chairman of the Board, Federal Reserve Bank 
of Boston (1914-1942), explains why the urgency of the problems makes the book 
opportune and helpful. 220 pages. To be Published in January. $4.00 


Handbook of Tabular Presentation 
By Ray Ovid Hall, Economist and Statistician, Washington, D.C. 


Sryte MANuAL and Case Book to show “how to design and edit statistical tables.” 
This is a phase of statistics in which available guidance is meager, so the book 
is highly valuable to provide information needed by economists, accountants, statis- 
ticians, engineers, editors and all others who must rely on tables to set forth their 
facts and conclusions. It shows how to design good statistical tables; also how to 
recognize bad ones and improve them. 
Part OF TABULAR CRITICISM, covers features common 
to all tables. 
Part Il, ILLUSTRATIVE TABLES, study of specific tables; editing for 
improvement. 


Part III. PRACTICE PROBLEMS on principles developed in Parts I and II. 
The book includes not only principles but technical details to enable one to direct 
typist and printer. 120 pages, size 8% x 11 inches. Just Published. $3.50 


Corporation Accounting 
By William T. Sunley, C.P.A. and William J. Carter, C.P.A. 


Gpeciricatty devoted to accounting and legal consideration of corporate capital 

structure to meet the definite need for an up-to-date, specific manual of policy 
and procedure within this field where changes and emphasis in corporation account- 
ing have centered particularly in recent years. Some important features: Treatment 
of borrowed capital; intercompany transactions; indicating corporate capital on 
financial statements; reorganization; references to A.I.A. and S.E.C. regulations 
and reports of recent years; illustrations from current practice. Revised Edition; 
543 pages. To be Published in January. $5.00 


Send for General Catalog of Books 


THE RONALD PRESS COMPANY 
15 East 26th Street ye % ¥ New York 10, N.Y. 
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THE ECONOMIC RECORD 


The Journal of the Economic Society of Australia and 
New Zealand 


Published half-yearly in June and December. 
Single copies, 5 shillings (Australian). 
Annual subscription, 10 shillings (Australian). 


The Economic Record publishes authoritative articles by 
recognised economists on economic, financial, labour and 
social conditions in Australia and New Zealand. 


It is the only Journal in Australia which examines these 
questions from a scientific point of view. 


Subscriptions should be sent to the publishers: 


The Managing Director, The Melbourne University Press 
Melbourne, N.3., Austra’ia 


THE JOURNAL OF 
LAND & PUBLIC UTILITY ECONOMICS 


a quarterly founded in 1925 by Richard T. Ely 
and published by Northwestern University until 1942 


Current issue includes: 


Location of Industry Stephen Helburn 
Administration of Rural Zoning George S. W ehrwein 
Rebuilding American Cities after the War .........-+++eee+eee8 Homer Hoyt 


Wisconsin Experience with Central Assessment of Property Tax ...-...--+-- 
Harold M. Groves and Bristol Goodman 


Department Articles and Book Reviews 
Published in February, May, August, and November 
Subscription—$5.00 per year Single copies—$1.50 


Editorial Offices 
Sterling Hall, University of Wisconsin - Madison, Wisconsin 


Please Mention Tux American Economic Review When Writing to Advertisers 


. 
4 
2 
ALSO 
vil 


NEW BOOKS 
— FOR THE ECONOMIST 
} The Early History of Deposit Banking 
| in Mediterranean Europe 
By Payson UsHeER, Harvard University 
A more accurate picture of early banking than has previously been available. 
Based on extensive documentary material, it is an analysis of the development of 
banking in selected localities of Spain and Italy. (Harvarp Economic Srupies, 
75) $5.00 
; The Whitesmiths of Taunton: A History of 
4 Reed & Barton, Silversmiths, 1824-1943 
By Georce S. Grips 
A colorful history not only of the development of an industry, but of manage- 
: ment, men, and methods in a growing business for over a hundred years. (Har- 
Srupres OF Business History, 8) Illustrated. $3.50 
The Structure of Soviet Wages 
By ABraM Bercson, University of Texas 
vo A study of the inequality of wages in the Soviet Union, establishing for the first 
time scientifically the principles determining wage scales in the U.S.S.R., and 


a comparison between the inequalities in the Soviet Union and in pre-revolu- 
tionary Russia and the United States. (Harvarp Economic Srupies, 76) Janu- 
ary. $3.00 


History of Macy's of New York, 1858-1919 
By Race M. Hower, Harvard University 


This is the first history of an American retail firm that goes into detail and deals 
critically with the function of retailing. Operating figures as far back as 1870 
and a continuous series of operating ratios from 1888 are a particularly valuable 
feature. (HARVARD Stupies Business History, 7) Illustrated. $3.75 


Nusantara: A History of the 
East Indian Archipelago 
By Bernarp H. M. VLEKKE 


The first complete history of the East Indian Archipelago from earliest times to 
the fall of Bandung in March, 1942, offers a thorough understanding of the islands’ 
Political, social, and economic background for present and future problems in 
the territory. Illustrated. $5.00 


HARVARD UNIVERSITY PRESS - CAMBRIDGE - MASS. 


Please Mention Tue American Economic Revirw When Writing to Advertisers 


ROYAL ECONOMIC 
SOCIETY 


Annual Membership - - - - $5.00 
Life Membership - - - ~- - $50.00 


The Membership Subscription now covers the receipt of the 
following: 


THE ECONOMIC JOURNAL. Qazarterly. 
Economic History (about 150 pp.). Annual 


Statistical Bulletin on Economic Conditions in Great Britain. 
Quarterly. 


Report and Statistical Bulletin on Current Economic Condi- 
tions in Europe. Annual. 


Special Memoranda. One or Two Annually. 


By joining the Society, all these varied publications, enab- 
ling the reader to keep abreast with the developments of eco- 
nomic science and economic facts in all parts of the world, can 
be obtained for $5.00 a year. 


The Bulletins and Special Memoranda are prepared by the 
London and Cambridge Economic Service with the assistance 
of regular correspondents in the chief European countries. 


Applications for membership should be addressed to: 


The Secretary, Royal Economic Society 
4, Portugal Street, London, W.C.2. 
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AMERICAN MARKETING ASSOCIATION 


An Association for the Advancement of 
Science in Marketing 


T= American Marketing Association, 
formed by merging the American Mar- 
keting Society with the National Associa- 
tion of Marketing Teachers, began its exist- 
ence on January 1, 1937, and now has over 
1,000 active members in all parts of the 
country. 


The principal purposes of the Association 
are to foster scientific study and research 
in the field of marketing, to improve the 
methods and technique of market research 
and to develop better public understanding 
and appreciation of marketing problems. 


Active Chapters have been established 
and hold regular meetings in Chicago, De- 
troit, Indianapolis, Los Angeles, New Eng- 


land (Boston), New York, Northeastern 
Ohio (Cleveland), Philadelphia, San Fran. 
cisco, Southern Ohio (Cincinnati), and 
Washington. Chapters are being organized 
in Seattle, Minneapolis, and Pittsburgh. 


The official publication of the Associa- 
tion, The Journal of Marketing, is issued 
quarterly. Now in its seventh year, the Jour. 
nal is regarded by marketing practitioners 
and teachers as a source of authoritative 
marketing information. Many of the con- 
tributing authors are leaders in their field of 
endeavor. 

The membership rate is $5 annually. This 
includes a subscription to The Journal of 
Marketing. For further particulars, please 
address the Secretary. 


President Treasurer Secretary 
Prof. ALBERT HARING HOWARD W. GREEN Prof. ROSS M. CUNNINGHAM 
Indiana University 1001 Huron Road M h ts Insti of 


Bloomington, Ind. 


Cleveland, Ohio 


Technology 
Cambridge, Mass. 


the L.L.O. 


work. 


social questions. 


INTERNATIONAL LABOR REVIEW 
published monthly by 
THE INTERNATIONAL LABOR OFFICE 
at Montreal, Canada 


SPECIAL ARTICLES on important industrial and labor questions, including 
present-day problems of labor under a war economy. 


INDUSTRIAL AND LABOR INFORMATION on up-to-the-minute develop- 
ments in industrial relations as gathered from the many sources available only to 
STATISTICS on cost of living, employment and unemployment, wages, hours of 


BOOK REVIEWS each month relating to current works on general economic and 
Annual Subscription—$6.00 
Subscriptions may be sent to 
The Washington Branch 
International Labor Office 
734 Jackson Place, Washington, D.C. 
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. « « « and don’t overlook 
SCHRAMPFER 


Law in Its Application to Business 
(928 pp., $4.00) 


Skillfully combines text and case materials, with questions 
and problems based on both. Teacher’s key on request. 


> KNIGHT 


Economic Principles in Practice 
(Rev. ed., 659 pp., $3.50) 


> BLODGETT 


Principles of Economics 
(634 pp., $3.50) 


Two outstanding one-volume texts for the principles course. 


...... or the following 


JOHNSON 

Principles of Accounting (690 pp., $4.00) 
VAUGHAN 

Marketing (639 pp., $3.50) 
STEIN-BACKMAN 

War Economics (501 pp., $3.00) 
STEIN-MAGEE-RONAN 

Our War Economy (182 pp., $1.00) 


Write for examination copies. 


FARRAR & RINEHART, INC. 
232 Madison Avenue, New York 16 
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The Canadian Journal of Economics 
and Political Science 


The Quarterly Journal of the Canadian Political Science Association 
Editors 
C. A. Curtis, R. MacG. Dawson, J. A. Corry, G. A. Extiorr 
Managing Editor 
V. W. Brapgn, University or Toronto, Canapa 

Annual subscription - - «+ $3.00 

Single copies - + + + «+= = $1.00 
This Journal publishes articles on the economic, political and social prob- 
lems of Canada and on the general theoretical issues raised by these 
problems. The Journal also contains reviews, notes on current Dominion 


and Provincial Legislation, and on Canadian official publications. Each 
issue will contain a bibliography of Canadian Economics. 


Subscriptions may be sent to the publisher 


THE UNIVERSITY OF TORONTO PRESS 


TORONTO, CANADA 


AGRICULTURAL HISTORY 


Designed as a medium for the publication of research and documents 
pertaining to the history of agriculture in all its phases and as a clearing 
house for information of interest and value to workers in the field. 
Materials on the history of agriculture in all countries are included and 
also material on institutions, organizations, and sciences which have been 
factors in agricultural development. 


ISSUED QUARTERLY SINCE 1927 
BY 
THE AGRICULTURAL HISTORY SOCIETY 
Subscriptions, including membership: Regular, $3.00; student, $1.50; con- 


tributing, $10.00; life, a sum in dollars equal to 100 less the age of the 
applicant. 


Editor: Everett E. Edwards 


Secretary-Treasurer: Arthur G. Peterson 


Room 3901, South Building, 13th and C Streets S.W. 
Washington, D.C. 
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2 BLAKISTON BOOKS 


NICHOLLS and VIEG New! 


Wartime Government in 
Operation | 


Sponsored by the American Council 
on Public Affairs 


A constructive analytical study of our government wartime policies, with 
major emphasis on the food program and labor policy. The analysis which 
this book makes of the reciprocal effects of agricultural policy and labor 
policy is the key to an understanding of our war mobilization and stabili- 
zation programs. The sound diagnosis of the deficiencies in our govern- 
mental attitudes and machinery, the evaluation of past and present 
measures and the practical policy recommendations make this book valu- 
able to students of economics and government and everyone interested 
in politics. 

By W. H. NicHo ts, Ph.D., Iowa State College, and Joun A. Viec, Ph.D., 
formerly Associate Professor of Government, Iowa State College. 


109 Pages. Tables. $1.50 (1943) 
MACHLUP 


International Trade and the 
National Income Multiplier 


An important contribution to international economics, business cycle 
theory, and monetary theory in general. This book presents a penetrat- 
ing analysis of the interrelationships of international trade, capital move- 
ments, investments and national income. The exposition is crystal clear 
and patient. The income multiplier becomes a sample and almost obvious 
tool of analysis by virtue of Dr. Machlup’s able treatment. 


By Fritz Macutup, Ph.D., University of Buffalo 
237 Pages. $3.50 (1943) 


THE BLAKISTON COMPANY 


Philadelphia 5, Pa. 
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THE SOUTH AFRICAN JOURNAL OF ECONOMICS 


Editors 
S. Hersert FRANKEL C. S. RicHarps R. Lesue 
CONTENTS OF VOL. 11, NO. 2, JUNE, 1943 
Old Age Pensions ............. By Professor H. R. Burrows and P. J. de Vos 


A Contribution to the Study of the Relative Réles of Income Levels and 
Purchasing Habits in the Determination of Sub-Standard Food Con- 
By Professor Edward Batson 

European Income Distribution in the Union of South Africa and the Effect 


Public Works and Employment. A Note on Professor Hutt’s Critique of the 
First Report of the Social and Economic Planning Council .......... 


Reviews: Union Official Publications: Recent Periodicals and New Books. 


Single Copies at 6s. per copy, obtainable from the Central News Agency, Limited, 

and all leading booksellers. 
Overseas Agents for subscriptions (21. 1s. Od. per annum) and single copies (6s. 
Smith Street, 


each) Messr. P. 8. Kin Staples, Ltd., Orchard House, 14, Great 
Westminster, London, 8.W.1. 


Subscriptions to the Journal, £1. 1s. Od. per annum and enquiries re advertisement 
tariffs to the Chairman, Board of Management, P.O. Box 5316, Johannesburg. 


The Review of Economic Studies 


Vol. X, No. 2 CONTENTS 

Swedish Economic Policy during the War by Karin Kock 
The Incidence of Rates on Houses by M. P. Fogarty 
The Theory of International Capital Movements & Its Verifications, by J. Knapp 
The Geometrical Representation of Complementarity by F. A. Hayek 


The object of the Review is to supplement the facilities for the publication of new 
work on theoretical and applied economics, particularly by younger writers, and to promote 
discussion by means of short notes of a kind which do not-normally appear in the existing 
journals. In normal times the Review is published in London three times a year, in October, 
February and June. During the present emergency the number is reduced to two. Editorial 
Communications to Miss M. Bowley, The School of Economics, Dundee, Scotland: all other 
communications to The Secretary of THE REVIEW OF Economic Srupiss, 4 Pretoria Road, 
Cambridge, England. 


The Annual Subscription to the Review is 7’6 (post free) 


Single numbers: Vols. IV to VIII, 2s.6d. (2s.9d. post-free; Vols. IX and X, 
4s.Od. (4s.3d. post free) 


Please Mention Tut American Economic Review When Writing to Advertisers 
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New Books of Unusual Interest 


CONSUMER PROBLEMS IN WARTIME 


Edited by KennetH Dameron, Ohio State University. In press—ready in 
December 
In this significant new book 25 experts from the fields of marketing, economics, 
home economics, and education present a complete, unified treatment of the 
problems confronting consumers in wartime, It discusses the role of the con- 
sumer in winning the war and emphasizes the practical aspects of household 
management essential to the war effort. 


THE ELEMENTS OF STATISTICAL METHOD. New second 
edition 

By Atzert E. Waucu, University of Connecticut. 532 pages, 6 x 9. $4.00 
The author acquaints the student with the kinds of problems that can be handled 
statistically and with the principal methods that are available for the research 
worker in the fields in which statistical methods are applied. The book presents 
asimple, readable exposition of the basic principles and methods, with emphasis 
upon the understanding of the concept raiher than upon mathematical manipu- 
lations. 


POSTWAR ECONOMIC PROBLEMS 


Edited by Seymour E. Harris, Director of Office of Export-Import Price 

Control, O.P.A., on leave from Harvard University. 419 pages, 6 x 9. $3.50 
In this significant new book 23 leading economists have written the most au- 
thoritative discussion of postwar problems yet produced. Each contributor is 
an expert in his field, and in every case the author has been studying, either 
privately or for the government, the subject of his essay. 


SOCIAL ASPECTS OF INDUSTRY. New third edition 


By S. Howarp Patterson, Wharton School of Finance and Commerce, 
University of Pennsylvania. 529 pages, 6 x 9. $3.00 
New information, recent economic changes, and recent legislation have necessi- 
tated an almost complete rewriting of this well established text that approaches 
industrial problems from the point of view of the sociologist and the economist 
rather than that of the business executive or the professional labor leader. 


TEXTBOCK OF OFFICE MANAGEMENT 


New second edition 


By Witt1AM H. Lerrrncwett, Late President of the National Office Man- 
agement Association and the Taylor Society, and Epwin M. Rosinson, 
Boston University. 469 pages, 6 x 9. $3.00 
The purpose of this basic text is to build a sound foundation of scientific office 
management which will enable the student to approach with confidence any office 
organization or office management problem and to analyze and synthesize the 
answer. The new edition includes all the latest technical information, together 
with new problems and discussion material. 


Send for copies on approval 
McGRAW-HILL BOOK COMPANY, INC. 
330 West 42nd Street New York 18, N.Y. 
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THE ANNALS NOVEMBER 1943 


TRANSPORTATION: War and Postwar 
Edited by G. Ltoyp Witson, Pu.D. 


Professor of Transportation and Public Utilities 
University of Pennsylvania 


This volume considers the wartime functioning of railroads, water 
transportation—coastal, inland, and ocean borne—motor transporta- 
tion, air transportation, and petroleum, express, and freight carriage; 
problems in Great Britain, Canada, and Russia; and postwar prob- 
lems, including labor aspects. 


$2.00 
($1.00 each for additional copies to members of the Academy) 


The American Academy of Political and 
Social Science 
3457 Walnut Street, Philadelphia 4, Pa. 


JOURNAL OF FARM ECONOMICS 


Published by The American Farm Economic Association 


Editor: H. B. PRICE 
University of Kentucky Lexington, Kentucky 
Volume XXV, November, 1943, Number 4 


Some major articles are: 
Chronic Surpluses of Agricultural Commodities in the Post-War Period ......... 


Bennett 8. White, Jr. and Edith T. Denhardt 
A Specific-Risk Scheme for Wheat Crop Insurance ............+.. Fred H. Sanderson 
Internal Trade Barriers for Margarine .......-.2.eeeesseereeceeees L. D. Howell 
A Reaction to Land Value Control Proposals .........+.s+eeeseee0% C. H. Hammar 
Food Waste in Distribution and Use ........cceeeeseeeeceereceees William Kling 
Hypotheses in Land Tenure Research ......-..--eeeeeeeeeeee Otis Durant Duncan 


This Journal, a quarterly, contains in addition, notes, reviews of books and articles, 
and a list of recent publications and is published in February, May, August, November 
by the American Farm Economic Association. Yearly subscription $5.00. 


Secretary-Treasurer: ASHER HOBSON 
Department of Agricultural Economics 
University of Wisconsin, Madison, Wisconsin 
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= @ Forthcoming Macmillan Books 


WAGE DETERMINATION UNDER 
TRADE UNIONS 
By John T. Dunlop 

er This new book is concerned with answering three questions— 
a- what trade unions attempt to maximize, what effects they 
" have upon wage rates, and whether they can influence the 
b. share of income and costs which goes to wage earners. To 


this end the author poses the issues in terms of a generalized 
study of markets to show how changes in one product or 
factor market may be transmitted through the system. The 
book sets up models for the behavior of trade unions; indi- 
cates important patterns of wage changes; and develops the 
relative technical efficiency of “free” and “administered” 
labor markets. 


Ready in January. $3.50 (probable) 


—! 9 ELEMENTARY STATISTICAL METHODS 
ay APPLIED TO ECONOMIC AND 
BUSINESS DATA 


By William A. Neiswanger 


A thorough and up-to-date general survey of the methods 
and interpretation of economic or business statistics is pro- 
vided in this new text. Designed for undergraduate students 

’ in economics or business administration, it gives expert train- 
ing in making and understanding calculations, recognizing 
the assumptions made in the computations and how these 
condition and limit the interpretation of any single statistical 
measure, 


A laboratory manual containing many and varied problems, 
; prepared by the author and Floyd Haworth of the University 
r of Illinois, will be available for use with this text. 


Ready in December. $4.25 ( probable) 


The Macmillan Company, 60 Fifth Avenue, New York 11 
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SOCIAL RESEARCH 


An international quarterly, founded in 1934, published by the 
GRADUATE FACULTY OF POLITICAL AND SOCIAL SCIENCE 
of the New School for Social Research, New York 


Contents for November 1943 (Volume X, Number 4) 
The Conditions of Unconditional Surrender 
Pan-Americanism and the United Nations 


The Shave of Capital in National Income—United States, United Kingdom 
a 


The Domestic Retreat after World War I E. Jay Howenstinz 
Book REVIEWS 


Published in February, May, September and November 
Subscription $3 a year (Foreign $3.50)—Single copies 75 cents 


66 WEST 12TH STREET, NEW YOPX i1, N.Y. 


THE JOURNAL OF 
POLITICAL ECONOMY 


Edited by JACOB VINER and F. H. KNIGHT 
Department of Economics, the University ef Chicago 


The December, 1943, issue will contain: 


MONETARY DISORDER AND ECONOMIC DECADENCE IN SPAIN, 1651-1700. 
By Earl J. Hamilton 


MAN OF His Century: A RECONSIDERATION OF THE HISTORICAL SIGNIFI- 
CANCE OF KARL MARX By Solomon F. Bloom 


How GOVERNMENT PURCHASING PROCEDURES STRENGTHEN MONOPOLY | 
ELEMENTS By Wesley C. Ballaine 


THE EvoLuTIONIsT REVOLT AGAINST CLASSICAL EcoNomics. II. IN ENG- 
LAND—JAMES STEUART, RICHARD JONES, KARL MARX 
By Henryk Grossman 


FOUNDED IN 1892. Published bi-monthly: February, April, June, August, 


October, December. Subscription $5.00 per year. Canadian postage, 24 cents; 
foreign postage, 60 cents. Single copies, $1.00. 


The University of Chicago Press - 5750 Ellis Ave., Chicago, ll. 
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__ Wartime Jods of Interest — 
to Economists 


ECONOMICS OF WAR, REVISED 


Horst MENDERSHAUSEN, Bennington College 


Written by a member of the National Bureau of Economic Research (1940-41). Gives 
complete economic picture of modern warfare and peacetime readjustment, with inter- 
pretations. Suitable for all class levels. “Filled with facts and figures which stir the 
imagination.” New York Times $2.50 


CORPORATE CONCENTRATION AND PUBLIC POLICY 


Professors Purpy, Linpaut, Carter, Dartmouth College 


Tested in the classroom for ten years. Traces rise of American industry and growth of 
capitalism. Develops monopolistic organization. Brought up to date by inclusion of 
existing government controls working today in competitive industry, and the corpora- 
tion's outlook in view of these restrictive policies. $4.25 


ELEMENTS OF MODERN ECONOMICS, REVISED 
MODERN ECONOMIC PROBLEMS 


Apert L. Meyers, Chief Economist, American Farm Bureau Federation 


Adhere to actual economic system in force today. Organization allows for classroom 

development, supplementation. Teachable texts. Integrate contributions from Keynes, 

Hayek, Machlup, Chamberlain, Robinson, Schumpeter, Hicks, and von a. h $2.50 
ach $2. 


ECONOMIC ANALYSIS AND PUBLIC POLICY 


M. J. Bowman, Jowa State College 
Grorce L. Bacn, Division of Research, Federal Reserve System 


The new book for introductory courses. Presents methods used to analyze our economic 
problems and formulate public policy. Timely treatment of monetary system, with 
special attention devoted to present war period and its inflationary problems. 


OUR MODERN BANKING AND MONETARY SYSTEM 


G. THomas, Purdue University 


Unified study of banking and the theory of money and prices. Comprehensive, integrated 
analysis of both subjects eliminates repetition of material. Clear presentation of financial 
problems with reference to the current international scene. $4.00 


HISTORY OF ECONOMIC THOUGHT 
Eric G. Rott, formerly University College of Hull 


Enlarged, American edition of famous text. Additional chapter on contemporary eco- 
nomic theory. Expanded sections on Ricardo and Pareto. Ranges from Hebrew and 
ne thinkers to researches made as late as 1942. Approach is both a 
critical. 


PRENTICE-HALL 70 FIFTH AVE @ NEW YORK, N.Y. 
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ECONOMICA 


ECONOMICA is published quarterly by the London School of Eco- 
nomics and Political Science, in February, May, August, and November 
and is devoted to research in the fields of Economics, Economic Histo 
and Statistics. The Journal is under the direction of an Editorial Board 
composed of Mr. A. M. Carr-Saunders, Dr. F. C. Benham, Professor 
F. A. von Hayek, Professor A. Plant, Professor D. H. Robertson, Pro- 
fessor Lionel Robbins, Mr. P. Barrett Whale, with Mr. F. W. Paish 
as Assistant Editor. 


CONTENTS OF FEBRUARY ISSUE, 1943 


The Scott Committee Report D. H, Macgregor 
The Role of Expectations in Economics as « Social Science iy en ~~ 
The Fortune Teller Richard Stone 
Scientism and the Sendy of Society: Part II F, A. 9. Hayek 
Note on Mr. Barna’s Valuation of Stocks A, L. Bowley 
Measurements of the Degree of Monopoly: a Note Joe S. Bain 
A Further Note on the Degree of Monopoly K. W. Rothschild 
Book Reviews and Shorter Notices 


Books Received 


The Price of ECONOMICA (New Series) és 4s. 6d. a number, or 155. per annum, 
post free. A special rate of 12s. 6d. has, however, been authorized in respect 
of Members of the American Economic Association. Subscriptions should 
be sent to the Secretary and Treasurer, American Economic Association, Evanston, 
Illinois, accompanied by a cheque drawn in sterling in favour of ECONOMICA, 


London School of Economics and Political Science. 
Wartime address: The Hostel, Peterhouse, Cambridge, England. 


Books of Lasting Value 


I. The Dictionary of Philosophy 

Edited by DAGOBERT D. RUNES $6.00 
An invaluable reference book for the student 
of human cultural development, embracing all 
major schools and theories of philosophy, phi- 
losophy of law, religious philosophy, logic, epis- 
temology, ethics, metaphysics, Chinese, Jewish 
and Hindu philosophy. 


IL. Sociology of Law 
By GEORGES GURVITCH $3.75 
With a Preface by Roscoe Pound 
The first complete study of the problems of 
the sociology of law in all its aspects. 


Ill. Theism and Cosmology 
By JOHN LAIRD $3.50 


The Gifford Lectures given by the eminent 
British philosopher. 


IV. From Copernicus to Einstein 
By HANS REICHENBACH $2.00 


A simple but scientific history of the ideas 
and discoveries that have led to the formu- 
lation of the theory of relativity. 


V. God Is My Fuehrer 
By Pastor MARTIN NIEMOELLER $25 


Being his last 28 sermons. With a preface by 
Thomas Mann. 


PHILOSOPHICAL LIBRARY 
15 East 40th Street, New York, N.Y. 
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THE ECONOMIC ALMANAC 
FOR 1943-44 


Prepared by the Research Staff of The Conference Board 


An authoritative deskbook of facts about Business, Labor, Government 
and National Resources for educators, economists, students, editors, 
businessmen and public officials. 


e Reviews and Chronologies—-significant events, 1942-43, in Business, Govern- 
ment Finance and Labor Relations 


¢ Government Organizations and War Activities—Federal Administrative 
Agencies, Emergency Organization for War 


e Business Activity—Surveys and Basic Indicators 


e Recent Economic Trends—Population, Resources, Industries, National Wealth, 
National Income, Savings, Consumption, Standard of Living, Wages, Salaries and 
Hours of Work, Employment and Unemployment, Private Debt, Public Finance 


@ Glossary of frequently used economic and statistical terms 
¢ Comprehensive Index 


Completely revised—528 pages—$5.00 


NATIONAL INDUSTRIAL CONFERENCE BOARD 
DEPT. B, 247 PARK AVENUE NEW YORK 17, N.Y. 


AMERICAN ECONOMIC POLICIES 


The Economic and Business Foundation sponsored during the Spring of 1943, a series of 
eight Pane! Forum Meetings on A ican Ec ic Policies. The proceedings of these meetings 
are being printed in book form and will be available sometime in November. The volume will 
contain the entire proceedings, including, forum questions and answers, of the following topics, 
by the following speakers: 


Forum Topics Forum Speakers 
American International Economic Policies Dr. A. Upgren, Dr. P. W. Bidwell, 
Dr. Henry Chalmers 
Taxation and Fiscal Policies of the U. S. Govern- Dr, C. O. Hardy, Dr. A. G. Hart, 
ment Dr. Harley Lutz 
Monetary, Credit, and Central Banking Policies ‘Dit W- A. Tewin, De. Ws Atkim 
Production, C ; Distribu: Dr. L. S. Lyon, Dr. N. H. Jacoby, 
mat 
Dr. Ray Westerfield . hn Gebhart, 
lodustry’s Views on Amesican Econoeaic Policies Deasld J 
Labor’s Views on American Economic Policies abe, Me Boss 
6. Dr. C. D. Edwards, Dr. T. Blaisdell, Jr., 
overnment and American Economic Policies Dr. Morris A. Copeland J 


A Summary View of American Economic Policies Dr. S. H. Slichter, Dr. R. D. Calkins, 
Mr. J. Franklin Ebersole 
320 pages, 1943, $3.00 


The Economic and Business Foundation 
New Wilmington, Pennsylvania 
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THE MANCHESTER SCHOOL 
OF ECONOMIC AND SOCIAL STUDIES 


THE MANCHESTER SCHOOL includes articles by economists of all schools and 
from various countries, in addition to reviews and other features of general interest, 
By arrangement, it publishes papers read before the Manchester Statistical Society, 


CONTENTS—OCTOBER, 1941 


Some Disguised Blessings of the War H. W. SINGER 
Local Authorities and Housing Subsidies Since 1919 MARIAN E. A, BOWLEY 
Price Leadership in the Rayon Industry EDGAR JONES 


During the war the Journal will be published at irregular intervals, and not as previously in 
April and October of each year. Beginning with Vol. 13, subscriptions will be charged at 
the rate of 5/— per volume consisting of 2 parts, instead of 5/— per annum for 2 parts, 
as hitherto. Subscriptions should be sent to the Secretary, University Press, 8-10 Wright Street, 
Manchester, 15, England. Editorial communications should be sent to the Editor, The Man- 
chester School, Department of Commerce, The University, Manchester, 13, England. 


The SOUTHERN ECONOMIC 
JOURNAL 


A Joint Publication of the Southern Economic Association 
and the University of North Carolina 


Published Quarterly at Chapel Hill, N.C. 


Vol. X, No. 1 CONTENTS July, 1943 


Ruskin and the Orthodox Political Economists .........++-++++++> John Tyree Fain 
Finance and Effective Wartime Use of Agricultural Resources ..Donald 0. Horton 


The Negro and Unionism in the Birmingham, Ala. Iron and Steel Industry .... 


Should Federal Deposit Insurance be Extended? ...........++- James J. O'Leary 


Minimum Wages, Unemployability, and Relief: A Theoretical Note ......---- 
M. Bronfenbrenner 


Book Reviews, State Reports, etc. 
$3.00 per year—$1.00 single copies 


Address: The SOUTHERN ECONOMIC JOURNAL 
Box 389, Chapel Hill, N.C. 
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DUKE UNIVERSITY PUBLICATIONS 


THE NAZI ECONOMIC SYSTEM: GERMANY’S MOBILIZATION FOR 
WAR By Orro NatHAN PP. x, 400. $4.50(t) 
A description of the entire control mechanism introduced by the Nazis, and the 
changes wrought in the old institutions. Answering the question, “How did the Nazis 
mobilize for War on the Economic Front?”, the book is less a discussion of what 
the Nazis did, than an analysis of how they did it. 

THE FRENCH RIGHT AND NAZI GERMANY, 1933-1939: A STUDY OF 
PUBLIC OPINION 

By Cuares A. Micaup Pp. visi, 255. $3.50 

An explanation of “when” and “why” the Nationalist Right changed from an anti- 
German course to one of appeasement and capitulation. 


IN DEFENSE OF THE WEST: A POLITICAL AND ECONOMIC STUDY 
By HERBERT vON BECKERATH Pp. xitt, 297. $3.50 

“This book presents an analysis and interpretation of the current crisis in Western 
civilization, together with some suggestions for reconstruction . . . his study is both 
interesting and stimulating, and he (the author) is eminently correct in insisting 
that his subject is one which deserves and must have our earnest and continued 
attention. And he has succeeded rather well in achieving his aim of dealing ‘with an 
eminently complex problem with a minimum of technicalities and in a language 
intelligible to all people of good comprehension.’” Professor Ralph H. Blodgett in 
The Annals of The American Academy of Political and Social Science. 


Catalogue on request. 


DUKE UNIVERSITY PRESS DURHAM, NORTH CAROLINA 


The Significance of Food in 
NOTICE TO Our National Economy 


FOOD 
FOR PEOPLE 


By Margaret G. Reid 


In order to clear the remaining 


copies of Economic Essays in 


Honor of John Bates Clark, a A highly informative survey, this book 
covers the social problem of more adequate 
special price of $1.00 a copy diets and ways of increasing nutritional ade- 
quacy. Home processing and preparation of 
will be given to members of foods, changes in food habits, food con- 
sumption by income levels, official food 
the Association. Former price, budgets, schoo! lunch programs, food pro- 
tection, agricultural adjustment programs, 
$2.65. Orders should be sent to war-time control of food, in fact all aspects 


of food in national economy are covered. 


The Secretary 653 Pages Illustrated $4.90 
American Economic Association 
Obtainable on 10-day approval. 


Northwestern University 


Evanston, Illinois JOHN WILEY & SONS, INC. 


440 Fourth Avenue, New York 16, N.Y. 
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THE DANUBE BASIN AND THE 
GERMAN ECONOMIC SPHERE 
By Antonin Basch 
.. a book of distinction and extraordinary value.” —HorAcE TAyor, 
Columbia University. 


“When the time comes to reorganize the shattered continent, the facts 
and figures assembled and analyzed in this book will be invaluable.” 
—J. B. CONDLIFFE, University of California. $3.50 


CENTRAL BANKING FUNCTIONS OF THE 
UNITED STATES TREASURY, 1789-1941 


By Esther Rogoff Taus 
An historical study of the important role of the United States Treasury 
as a regulator in the fields of money and banking. $3.50 


COLUMBIA UNIVERSITY PRESS 


The Public Opinion Quarterly 


Published by the School of Public Affairs, Princeton University 


Announces its Summer Issue 1943 


Do Rosy Headlines Sell Newspapers? .........0.-cccecececccccseeces 
ELIZABETH WINSHIP & GORDON W. ALLPORT 


Building War Morale with News-Headlines ...........020ceeceeeeeees 


Public Opinion ia Costs Rice Irvin L. CHILD 
Will November 1918 Repeat Itself? ...............4-.005- GorDON SKILLING 
An Experiment in Depth Interviewing ...........-..0-+++00+ Henry C. LINK 
Attitude Research in the Department of Agriculture ........... Hans E. SKotr 
and others 
PuBLic OPINION POLLS BIBLIOGRAPHY 


$4.00 yearly $1.25 single copy 
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| The Public Opinion Quarterly, Princeton, N.J. 
| 


BACK NUMBERS WANTED | 
The Association will twenty-five ents a copy for the following 
issues (in good condition ) of the American Economic Reviews: Mat., 
1911; Septy Dec, 1913; Dec., 1915 Mar., June, Dec., 1916; Dec., 
1918; Mate, 1919; Mar, 1920, Mar. » June, 1924; Mar., 1934; Dec. 
1941; June, Sept., 1942. 
to 
Dr: James Washington Bell, Secretary 
Economic Association 
Northwestern University, Evanston, Ttinois 


\ 
\ 


London: School of Economies and 
Political Science 


Reprints of Scarce W orks on Political Economy 


L Industrial Combination. By D. H. Macgregor, M.A. (1906) 1985; xii, 246 pp. 
Full bound, Sa* 

2. Protective and Preferential Import Duties. By A. C. Pigou, M.A. (1906) 1935; 
xvi, 118 pp. Bull bound, Se 

3. Principles of Political Eeonomy. By t. R. Malthus. (2nd edition, 1836) 1936; 
liv, 446 pp. Fall bound, 8, 9d. 

4. Three Lectures om Commerce and One on Absenteeism. By M. Longfield, LL.D. 
(1835) 1937; iv, 111 pp. Fall bound, 5s. 
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